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The last few years have witnessed an increasing 
concern for irural development in general and development of the 
rural poor in particular. The policy of ra^.ing a direct 
attack on rural poverty through progreromes like the sFDA which 
started in a piecfaneal manner in the Fourth Five-Year ? 3 an and 
pursued during the. 1970*3 has now culminated in the Integrated 
Rural Develcpment Programme, Designed for the poorest arricng 
the poor in the rural areas^ it has been esctended to cover all 
the 50 0 0 blocks in the country. During the sixth plan period, 
the programme aims to assist on a priority basis, the poorest 
3,000 families selected per block from: "the bottom deciles of 
the irural population below the poverty line." The scheme is 
to be financed by a combination of subsidies by the govemraent 
and loans advanced by the cocperative and commercial banks. 

The government plans to provide Rs, 1,7 50 crores (at the rate 
of Rs. 35 lakhs per block) as subsidy during the period of the 
Sixth Plan to meet 2 5% to 33%% of the cost of the schemes. 

The raaaining aaount (Rs.3500 to Rs,52 50 or say Rs.4500 crores) 
is e3<pected to be provided as loens by the banking system. 
Whether the policy of utilising banic credit in bhe manner 
stipiilated is the most ^propriate means of uplifting the rural 
poor could itself be a debat ^le point, which, we will briefly 
touch upon in the end. The more inport ant guestion before 


^ ^ i ‘ 

>■ 2. ■ C4^ 

" ' ' '" ■ ■■■■■ • V - ■ Cv,v-3 

®*sr^ 

this gx'Dup wtiich I plan to exanine _n detail .is v^feether the ^ ^ 
target of bank lending for this programme can be attained; ancl^^^___^ 
if there are doubts then what policy measures should be t aken ^ 
up to facilitate their attainment, -•% 

Past Performance and Present Position CsipmJS 

A vievj about the institutional c^ ability of the 
system can be taken in the light of its p as t performance and 
present position. The period since the nationalization 
of the -1.4 major commercial banks in 1969 has been char acterisef 
by (a) the establishment of a number of institutions such as 
Farmers Service Societies/ Regional Rural Banks, and Credit 
Gi,iarant 2 e Corporation/ (b) expansion of banking facilities 
in hitherto unbanked rural areas as seen from the increasing 
number & proportison of aru.raJ. branches -of commercial banks,* 
and establishment of PSS & RRB, and (c) the introduction of 
several innovative meeisures such as the lead bank schame, 
preparation of district credit plans, village adoption scheme,' 
differential rate scheme, scheme for adoption of cooperatives ^ 
by commercial, banks, and agricultural credit intensive develop-^ 
mont (acid) scheme. As a result there has been a marked incre^ 
se in the quantum of institutional finance far rural develop- 
ment, The niJinber of accounts as v;ell as the amounts advai:iced 
in rural areas have expanded. In the case of commercial bunks 
the number of accounts under both direct and indirect finance 
to agriculture have steadily gone up from 0e4 million in June 

19 68 to more than 5 million by the end of 1977. Direct credit 
— 

f The number of mra] branches increased from 1,832 in June 
19 69 to 13,333 in 'J-.uio 1979 and their percentage to total 
number of branches increased from 22,4 to 44.1 during the 
sane period, (Reserve Bank of India, Deptt, of Banking 
Operations & Development)* ’ 



to agricultTare has increased from Rs. 1,912 cro res in Jui,e 1972 
to Rs« 3, 563 crorss in June 1977 and indirect credit from R3*369 
crores to Rs. 1,033 crores. T^ing the t-we together the short 
^ term loan outstanding as at the end of June 1977 anounted to 


Rs.l ,990 crores as against Rs. 1,003 crores in Jaunaury 1972 
end raedium and long tem loans totalled Rs. 2,606 crores against 
Rs,l,278 crores. As a result, the share of institutional sour- 
ces in total credit availability in rural areas has gone up from 
7 »3 par cent in l9 51-52 ( as revealed by the All-India Rviral 
Credit Survey) to 18«4 per cent in 19 61-62 (vide All India 
Rural Debt and Investment Survey 1961-62) and further to 
31.7 per cent in 1971-72 (vide, All-Indi a Debt and Investment 
Survey 1971-72) . Also, the share of the commercial banks 
in the total institutional finance has been going up and tl'iat 
of cooperatives going do v® even though the later continue® to 
be the principal agency for providing institutional credit it 
rural areas. 
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Table 1 

Percentage Share of Different Institutions in Institutional 
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Finance for Agriculture 



i 

Tvihc of Loans 1974 

1975 

1976 

1977 

TfTs 

1 

Short-term Loans 






» 

Cooperatives 

84.79 

84.9 5 

82.96 

80.08 

77.77 

1 

Commercial Banks 

8.17 

9.83 

12.26 

15.11 

15.56 

1 

Government 

7.04 

5,22 

4.70 

3.9 5 

4.35 

It 

i' ' 

Regional Rural Banks — 

- 

0.08 

0.86 

2.32 

i 

Term Loans 






i 

Coop.er ati ves 

56.57 

58.39 

53.21 

55.76 

52.98 

i 

Comm erci al B ahk s 

30.08 

25.88 , 

33. 54 

,32.70 

36.54 

9 

Rur al El ec tri f i cs- 






ill 

tion Corporation 






P 

m 

Limited 

13.45 

15.73 

13,25 

11.54 

10.48 


Source: Reserve Bank of Indh, Bomb^, Reports on QuXrZO IlSZ 
Sc Pxn • 
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However/ even now# abont two thirds of the credit 
requirements in ra red areas are met oi' non- institutional sources 
Patches of unbariied areas be scattered throughout the country ^ ■ 

specially in the deep interior and the socalled banked areas 
suffer from several lirnitations» The weaknesses of the coop era- < 
tives which still constitute thenosu important source of insti- 
tutional credit are ^^?ell known end need not be el abo rated upon. 

A majority of, these have not become viable so far- Many of them®^j«i4i# 
are dormant or defunct. They depend heavily on government or th? 
government’s cooperative funding agencies even after several ® 
yea.rs of operation. As regards the commercial banks, they have ^***^“*® 
not yet reached villages in the deep interior despite the 
phenomenal eJCpansion. cf their branches- Moreover# what is more 
disturbing is that several of the rural branches of comirierci al 
banks become instrument ad in diverting funds from rural to urban^ 
areas. The credit deposit ratios in rural areas of 62% of the 
districts in the country have continued to be lower than the 
national average or even the stipulated 60 per cent (to bo 

attrdned by June 1978) as laid down bv the Gc>vernment, In 72 

' ” 2 

districts (19%) the ratio was up to 2o per cent only. The 
various innovations introduced by th ; commercial bonks hove had 
only a limited coverage or success. The credit plons prop^xed 
by -the le>t‘ banks,, h.a\'’e remedned by and large paper exercises 
without much operoitional significance. Th.e ..village adoption 
scheme introduced in '1970—71 could cover only .70,270 villages 
or nearly lO percent of the villages of the country by the end 
of Decembe.r l978e, And there is a feeling that bulk of these 
villages do not belong to the category of villages which sliould 
hove been given preference as per the original design of the 
scheme namely these v/here banking had not made much headway. 

As regards the schame for adoption of cooperatives by commercial®*, 
bonks# the progress is extremely slow. Not more than 604 
branches of 24 banks ncre pavticipeting in the sch^ne in the 


year 1978, The number of societies involved, was only 3,435 

and the total credit disbursed by bants through these so cities 

has been Rs.36 crores. The aver'age nurrsber of societies 

per branch vo iks out to be less than 6 as against the norm o f 

lO adopted to ensure operational viability of the scheme and 

the optirrum utilisation of the field staff. And the amount of 

credit disbursed to each society comes to about Rs.l lakhs 

3 

as against the adopted norm of Rs. 2 lakhs. 

The perform nee of the Farmers Service Societies has 

been dismal. The number of such societies ccu.ld increase- 

only up to 1,774 by 30th June, 1979,*^ Studies of the FSSs 

have highlighted the structural weaknesses of this agency 

becaaase of v/hich it has not been able to take off. In a: rocont 

study of 166 FSS by the Agricultural credit Eepartment o. the 

Resera/e Bank of India, it was found that (i) the provision 

that about two itiirds of the elected members of the boards 

of directors should represent the waake.r sections is not 

adhered to in various states; (ii) aboxit one third of the 

socic-ties studied had not been provided v/ith any technic.,'.! 

staff or assistance; (iii) nearly 45 per cent of the societies 

had not issued any medi-um term loans for e.g rici.il tu rad purposes 

and only three societies had issued Icng term loans; (iv) 46 per 

cent of the societies were not supplying -aven agricultural 

inputs and those giving this service had done meagre business; 

and (v) as many as 80 percent of the societies had not tin re r- 

5 

teken m.arketing of agricultural produce of the rruanbers. 

The Regional Rural Banks have not been able to disburse 
loons to the extent that they cc-uld have done, ''-‘■'hese bonks 
arc permitted to lend Rs.one crore for every Rs,l5 .lakhs ct their 
own dcjposits. Total advances' by , these banks aggragated to 

Rs.l67.40 crores in December 1979 end the total deposits to 

, ^ 

Rs.123.22 giving 'a credit deposit rotio of 136 per cent 



as against the potential of 666 peroent. Moreover, the 
geographical distribution of such banks has been quite unev^en. 
Unbanked and under baiked areas of North-Eastern region, Jamrau 
and Kashmir, Himachal Pradesh, Assan have been rather poorly 
covered. 

The inadequacies mentioned above become speciaHy 
serious for certain states and certain areas on account of 
marked, regional dispairities v/hich exist in this sphere. 
According to the All-India Debt end Investment Survey, 1971-72 
conducted by the Resert'e Bank of India, Institutional credit 
accounted for less than one fourth of the cash debt of rurei 
households in states like Bihar (10,7%) , Rajasthan (9.4%), 

Andhra Pradesh, (13,7%) Jammu & Kashmir (20.4%) in constrast 

■ ■ 

tc 67% Hi Maharashtra, 47% in Gujarat, 44% in Kerala aind 
36% In Punj ab, (Table 2) . And according to figures compiled 
by the Review Committee of the Regional Rural Banks, the por 
hectrare total credit available from both ooope:. ative and 
commercial banks in i97 5-“76 was as low as Rs,4l in Orissa, 

Rs-. 43 in Bihar and West Benga2. , R"’,47 in Rajasthan and Rs.50 in 
M a,dhi a p radesh against Rs.268 forKerfiia, Rs. 224 for Taril Nadu 
Rs.-,189 for Punjab and Rs,96 for the couin t.ry’- os o, v;ho.lo(^eblo 3) 
A study conciuctad Dr»R.D« Sharrria in the Bhagalpur district 
of Bihar confirras the general impression that the' impact of 
bank credit in backward areas has been very little. Hardly 
1 per dent of the cre-^dit reguirem'ant was met by banks during 
the years 1969-74 and only 0,3% of the farmers could be pideed 
up for bank lending. Another singificant rove edition was tliat 
a major part of the district consisting of 16 out of 21 blocks 
remained untouched by banks. Credit deposit ratio stood at as 

7 

lov7 as 21.8 per cent. 
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Table- 2 


Share of Institutional/Non- Institutional Agencies in the 
Total Gash Debt of ESch Category of Rural House- holes. 

' (in psr cant) 


Institutional Agere iss Non- -institutional Agencies 




All 

Rural 

House- 

holds 

Culti- 

vators 

Agri- Ar- 

culture ti- 
I®ourers_ 

Aai 

Rural 

House- 

holds 

Culti- A-ori- 
V 3 tors cul- 
tural 
labo- 
urers 

Arti- 

Sc'ns 

■ 1 


2 

3 

4 

5 

6 

7 

8 

1. Andhra 

P radesh 

13.7 

15.3 

2,1 

1.9 

86.3 

84.7 

97.9 

98.1 

2 . Ass am 

34.7 

35.7 

17.9 

50.0 

65.3 

64.3 

82.1 

50.0 

3 . Bih ar 

10,7 

11.5 

1.2 

- 

89.3 

88.5 

98.8 

100.0 

4. Gujarat 

46.9 

51.9 

4.2 

1.1 

53.1 

48.1 

9 5.8 

98.9 

5. Haryana 

26.4 

30,6 

4.8 

6.5 

73.6 

69 . 4 

9 5.2 

93.5 

6. Himachal 

P radesh 

23.9 

24.1 

4.5 

40. O' 

76,1 

7 5.9 

9 5. 5 

60.0, 

7, J Sc K 

20.0 

,20.0 

- 

66.7 

79 ,6 

79.6 100.0 

33.3 

8. Kamatska 

29.7 

30.6 

8.4 

5.9 

70.3 

69.4 

91,6 

91.1 

9. Kerala 

^ 4 » 4: 

45.2 

13.3 

31.2 

: 55, 6 

54.8 

86.7 

63.8 

lO.Madhy a 

P rad' sh 

31.6 

33.4 

3.2 

- 

68.4 

66.6 

96.3 

100,0 

1 l.Maharash- 
tra , 

67.4 

70.7 

10.6 

8.8 

32.6 

■ 29.3 

39 .4 

91.2 

12 .OriSsa 

30.0 

32.4 

1.9 

7.4 

70.0 

67.6 

98.1 

92.6 

13 .Punj ab 

36.0 

43.9 

9.5 

12,1 

64.0 

56.1 

50,5 

S7.9 

14. Raj asthan 

9.4 

9.8 ■ 

2,5 

7.6 

SC. 6 

90.2 

97.5 

92.4 

1 S.Tanilhadu 

22.1 

24.3 

1.9 

2.4 

77.9 

75.7 

9,8 #1 

97.6 

16 .Utt ar 

P radesh 

23.4 

26.5 

1.9 

■ 3.7 

76.6 

73.5 

98.1 

96.3 

17. West- 

30.6 

33.1 

5.3 

■ ' 

69.4 

66.9 

94.7- 

100.0 

Ben gal 
All- India 

29.2 

31,7 

4.5 

4.8 

70.8 

68.3 

9 5.5 

95,2 


Source: Reserve Bank of India - ^"^ll India Deb t and Invest- 
ment Survey 1971-72 





?? able - 3 , . : 

Per H'ecta,re Loans Issued by o-operatives and Commerca.al 



, BciTlkS - 

- St ate- wise Posi 

tion 



States 

Gross 
Cropped 
Area( In 
.thousand 
hectares) * 

PACs LDB Direct Total Per 

Loans Ions finance (2+3+4) tot 

issued. advanced av® 

during by sche- (rs 

197 5-76(1) duled 

issu-Comrrier- 
ec'; du-si al Banks 
ring (Aeril- 
'19 7 5-7^^ March) ** 

hectare 
al credit 
j- r cIdI e 

1 » . Aiidh ra ■- 
P f’ciOesti 

126, 52 

-7 3,: 51 - 

35, ■ 

49 , 50 

1"5.8 y 8 ' 

125 

2„ As 3 an 

23,14 

NpA, 

18 

27 


IL-A. 

.3 , Bl h.ar 

■ 3-0 6., 8-3 

2 2.. 00 

1 5, 2 2 

9,51 

47,73 

45 

",..■.4 s.'t ^ 

■■ 99 , 33 

132,62 

6 , 52 

19,09 

153,2 3 

159 

■5-,; H5.rv'ana 

- 50, 4S 

43,52 

14,-41 

10 , 62 

68,55 

136 

6. Hiir. ach al 
Rjradesn 

S,01 

5,81 

■ .21 

1,32 

7,-34 

82 

7 ,- -:r & i< . 

8,61 


19 

26 


■N.Ai 

d „ IC a.rp ai: ak a 3 09 8 8 

85,05 

21,02 

49,13 

150,45 ■ 

137 

ill 

F-’ 

, 29 , 58 

46 -.88 

3,05 

29 j- 36 

79 , 29 

2 68 

10 .-.li cidhy a 
p radesh 

208,92 

69 , 55 

17,^1 

17,0 5 

103, 61 

50 

11 oh crash’ 

i;,ra 17 4,81 

170,01 

23,12. 

23., 32 

221,45 

127 

d, 4^:1 , * X*!, ^ S . 3. 

70,4? 

20,66 

3,3^ 

5,0t 

29,09 

41 

IS.Punj ab 

57,24 

74,98 

16 9 8 

j 5 , 36 

108,, 32 

139 

14, Rajasthan 167,73 

59 , 6 5 

6,82 

11,55 

78,02 

47 

iS.Tariil Nadu 76,42 

102; 85 

15.83 

52 , 6 3 

171,36 

2 24 

16 .Uttar 

2 30,2 5' 

• 9 5,09 

3o;43 

29 , 7 1 

155,26 

67 

p radesh 

17 . West- 
2enga3. 

72,71 

21,24 

4, 31 

7,36 

32,91 

45 


16, 40,02 

10,21,782 

15/35 3, '41, 20 

15,78,33 

9 5 


•'•AorxculburG in Briet-l4th^ Edition, 

@3t ntxvSti ca' Stcta-nents reiatirig to Co-operative Kb vernont i 
India, 197 5-7 ■ ' 

D.B.O.D, RetumSo 
K ,-5 Not avail abl So 

Source: Reserve Bank of India - Regional Rurol 

Banks’; 

Report of the R^viex^ Cominittee, p,9 3-, 
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It has been noticed that the entry of comiTierciril benlcs 
in the field of rural credit has in no way helped to reduce 
the inter-state disparities existing before. Corimerciad b', inks' 
agricultural ere;. it has been additive and has not helped to 
fill the geo graphical in the av.uil ability of credit not 

covered by the cooperatives.^ 

N eglect of the Weaker Section ■ 

It iS/ thereto re» obvious that the institutional base 
of the rural credit stnicture continues to b e weak despite 
efforts made by the goverrment during the last ten years. 

The weaknesses become glaring wlaen attention is focussed on 
the target groo? of the Integrated Rural Development prograrrime 
namelY the poorest among the raral poor consisting of landless 
labourers, rural, artisans, scheduled castes & tribes xiho dc not 
ovm enough land andwealth to .generate sufficient income and 
savings for meeting their needs of consumption and investment. 
The extent of indebtedness in this group has been increcsing. 
According to the information supplied by the Rural Labour 
Enquiry of 1974-75, the proportion of farm labour households 
•which were indebted moved up from 60, 6 per cent in 1964—65 
to 66,4 per cent in 1974—75. The incidence of indebtedness v;as 
more than 70 per cent in, some stapes like Bihar, Raj'S-sthan, 
Andra Pradesh, Tc-inii Eadu, Kerala, Punjab & liaiyana. Kowever, 
this class h-'us virtually been neglected by both the cooperatives 
as v;ell as the commercial banks as table 4 ■would indicate. 

It can be seen that in 1974-7 5 the cooperatives suppl- 
ied cnly 3.1% and cx)mmerci al banks 1.8% of the total debt avai- 
led of by the agricultural labourers. The ^read of institu- 
tional sources of credit did not have any impact on this class. 
In fact, their dependence on the mo rey- lenders increased 
during the period 1964-65 to 1974-75. The fact that the 
poorest section of the rural society which is the target 
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Table 4 

Average i^anount of Debt per Indebi-!’-'^ 
Labour' Household by Sou rce o f Debt 

non Insti-U.' Lional 
Agen ci es 




*»'“**' «*■* "* ^ 
.1974-75 


(1) 


e **” «■ *** a o 


( in rupees) 

19 64-6 5 _ ^ 

Wit h"T^cr'' “~Tai^ 

(«) Is; 

« « . — , — 


Tot 


Money-lenders 

7 5 

(30x6), 

320 
( 48- 5) 

o-V '» •‘*® «, 

234 

,(47.„0) 

* 0 ^ f>* ■' ry ■ ? 

278 

(4778 

Others 

“i 



91 

(37 1.3) 

176 
('2 6 .?) 

130 

(26.2) 

155 

( 26 ,.,:: 

Employers 

48 

(l9o7,) 

16 

(6.9) 

75 

(I5o0) 

( -.0 

Shopkeepers 

la 

43 

4 R ■ 



( 7.3) 

(6.3) 

( 7 . 3 O) 

35 

( 6 0 *' 

Cooperatives 

12 





( 5.1) 

45 

( 6 1 , 8 ) 

15 

( 3.3) 

' v .5 . , 

Banks 

( - ) 

31 

' 9 

2 1 


C?*** <>? .a 10, m 

(4.7) 

( 1.8) 

« . >' 

% ' r: vj. 


Sourcess Rural Labour Enquiary ls 74 ^‘]s ro . w- ' 

Indebtendnes s Amonn Pu't'^i t ■'^ - -- , a .Report on 
Bureau, MteistS of SSr f ^ 

(pp.120-123) aSo pptjl^ns " 

Eigures in bradcets inoioate percenuages. 

.^fXDLip fo.JT th. 0 , nOWly .isUnci'iBd ' Tnf--^rtr-ra'f- ■ 

.■ * ■■. ■■ ,,. . ' ^ , , i<u pa..2. , jj0V0XoDrri0]nt 

Programme been .n egl sct^'^.c^ bv i -5 

. ^ ‘-'■b'w.d tion. 3 .i BQencies i s ' 

Cn7r..frrned by other .findings bI so H-n-’s ^ 

j itius a report on the 

evaluation of STioJ.! and Marainp^i 

, ,. . ^-^ers. & Agriculturaj. 

L dbo u re ,rs Proiects bv thp "d rr^n-i-^rty^ r. 

.: “‘=P“’9"awr.e svaluaiion Organisation 

^ ^ .onning te-nmiSsion has reveals? that agricultural 

l^ourers have been almost neglected m the matter of eredtt, 

t.neir shiffe in total loans advanced till 1973-74 was onlv c- " 

per cente ■■ 
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Acoording to the data supplied, by the All- India 
Debt and /Investment Survey, 1971-72, the percentage sh cue o f 
institutional credit agencies in the total deb-t of each cate- 
gcty of household is very low for low asset groups ai'id is 4,5 
fer agricultural laborers and 4,8 per rural, artisans, (table 5) 
Sven in states like Maharashtra having a good net-i-ork of 
institutional agencies, the share of institutional sources in 
the debt of agricultural labourers wa-sless than 20 per cent. 


T able - 5 

PERGENTi^CE Si-IME OP THE INSTITUTIONAL AGENCIES IN THE 
TOTAL DEBT OF EACH CATEGORY OF HOUSEHOLD AS ON JUNE 30,l97l 


All Rural Households 29.2 

Cultivators 31,7 

Small Cultivators, Asset gror^j: 

(Rs.) 0-500 6.2 

” 500-1000 6.3 

'•1000-2 500 10.4 

"2 500-5000 14.5 

Agricultural Labourers 4.5 

Rural Artisans 4.8 

Other non- cultivator x'aral hois e holds 16,8 



Source: All India Debt & Investment Survey, 1971-72, 


J’iTiong the various sources of institutional, credit in 
rural areas, ■ the cooperatives continue tooccupy a predominant 
position. However during the year l976~77, only 3 per cent 
cooperative credit went- to the weakest section consisting of 
tenant cultators agricultural labourers and others without 
land holding. The share of agricultural labourers 'was less 
than 1 per cent. (Table 6), 'Even these figures may be over 


estirna.tes since it is known tn at tboxe ax'e a number or benfra 

transactions under v/hich bigger antowne?--^ to:'TO'’ •’‘u u ■- 

of small farmers and 1 aiQl ess iebou re ro,. ir; regards tba far 

Service Societies, their performance in .rtis ruspect hc^s bee 

■ t io 

found to be not better than that of the cooperatives,. 

Ihe Regional Rural Banks., created a fev/ years ago 
were expected to pro'itlde greater assis tance to the we. aker 
section, Hov/ever, their perforTianca or. thi.B count was not 
found satisfactory by the Rewj.ev; Gommitt.ee of 'ch. a Regicnol 
Rural B;;,nks. "Out of the 12 : RRBs. su r’'.'-eysd. 7 hEd gi'ven loor.s 
to about 3 to 7 per* ceiit of the total number of small ;-nd 
rnarglncfL fe,rme.rs, the rtrlera^t percentage In the case of the, 
ram eining RREs■■o,'a&-^h;clrdlY' e-round ■ one per cent', ^ fhe’ ritral, 
art is ans andotlier v;eak. 2 r section;- assisted by the 7 .Pii t'o.r 
about 30 to 9 percent o.'ffiere as for the .re.naiuing 5 .RRBs 
t.-;es ag ain hardly around one per cert. The proporti.on cf aO'' 
ail tura.1 labourers finneed vjas, however, less thaa'i-jne pe,r: :: 
■in: .almost cdl the districts except Ehiv/ani and Jaipur-'^''" '.;;n 
Regional Rural Banks se^m to be Ccce.ring ;o i" e bettor- - c 
tions among the Aveckex' sect.icns arid their definition o f u...y< 

sections is also quite generous,.' 

y At the Same ;ttttie, ; it^ be said to the credit 

Regional Rural BynlvS., that ., a .cornp aired to c ther instiyctit;! 

they ore deploying e far ge rater pr^poitipn ot tta.:c 

resource, 3 to the weakest section of .'irural. societY, Thus 

"J'b ' ■:'■ . • 

according to a study, the ilaryana Bonk, Bhivrani had cepicye 

60% its total adveinces as as the end of December to lan.dloss 

eqricultu r.'c'a Icibourcrs, And the Jaipur Kag^'ar Aanchalj.k Gr, 

Darf<, Jaipur Advanced. li to 12% of its loans to agricc ltura.l 

iabou,rerv3, 11 to 26% to tural artisans and 13 to 20 % to srric] 



1 % 



traders & self amployed during the yetrs 1975, 1976 and 1977, 
However, in view of the very small coverage of such banks, 
their impact on the availability of institutional credit to 
the poorest section in. the count jry ' as a whole hast. at raost 
bean marginal. 

More than production credit, an overiding need of the 
poorest section is for consuription credit jBor meeting the 
reguirenents of deficit budgets and essential social functions. 
Quite often credit taken ostensibly for productive purposes are 
diverted to meet consumption requirements. The E}<poert Gommi- 
ttee on Consumption Credit, 1976 (Chairmans B.Sivararnon) had 
recommended for the supply of suda credit to thissection, but 
the progress achieved has been disappointing. The Committee 
had estimated the consumption needs of the we deest sections 
at Rs. 170 croros for 1976-77. The target fixed for cooperefoi- 
ves in June 1976 was Rs.HS crores. However they could provide 
only Rs.2,28 crores for this puripose by the end of Decerrber 
1976., As regards Farmers Service Societies, it was found 
that more than 90 per cent of such societies had not issucci 
consumption loans thought it was thought of as an essential 
service. The performattice of the Regional Rural Banks as 

evaluated so far has been egually unsatis f rctory in this 
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respect. 

In order to encourage the flow of institutional finance 
to the we deer sections, the Government of India introduced 
the di ffeirenti al rate of interest (DRI' scheme in 1972 under 
x-^hich the public sector banks are allov/ed to provide loans at 
highly concessional rate of interest (4 per cent per emnum) 
to those with annual family income not more than Rs.2,000 
in the rural areas and Rs. 3,000 in the urb’an areas. An indivi- 
dual can borrow, as per the recfiirement of the pre^posed scheme, 
upto Rs. 1,500 as the wDiking cspltal loan and RS, 5,000 as the 


tenrt loan. In 1978-79 banks were instructed to lend a rainirnum 
of 1 per cent, as against 0 , 5 per cent earlier, of their total 
Qdv an ces under this scheme. In order tc safeguard the intex'est 
o f rural arc .:.s, operating bcnks are required to channelise no t 
less than tvjo- thirds- of their advances through their rural and 
Serai-urban branches- /nd at least 40 per cent of the credit 
should be advanced to riambers of scheduled castes snd tribes. 
The anount per account under the scheme increased from jRs»333 
in DcceiTiber 1972 to R3.620 in June 1979, the number of borrower 
accounts from 26,2o2 to 18,33,970 and the anount outstending 
fronv rc. 87 lakhs to Rs. 113.60 .crores during the same periob.» 


The authorities have taken other stct>s aisc -to enoourag 


the flow of institutional credit to the vrea-ker sections. In th-: 


yea'i'' 1973, the Reserve Bank of India fcrrriul arced a scheme ca.lic 
the "Small Farmers Window" so cis ■tx' provide an incentive to 
banks to increase their lending -to small farmers, /iccording 
to this schoTie, Lov;er interest rates at 10,5 to 11 % vare tobe 
ch arged froiri people of small rriecns end refinance at Bairfc rate 


provided to commorcial bcrqks for financing small farmers at not 


more than 11 per cant, 


Recently the JKREC has e>;tended the O Jew A i JU \J 

per cent refinance for all purposos "’t present available for 
SFDA ond special sciicmes for the benefit of S/C, S/T,etCv as 
well as to such special jarcgrcn-mes as IRD, CADA, ixjsert 
Area Development and Hill Area Developxr.eiat and for thesohanes 
for weaker sections undertaken under the aegis of the special 


agencies ccnstitutcc for tiae purj:oSe subject to certain condi- 
tions. 


of Bank Credit; 


If past performance is any guide, banks will find ii 
extrernely difficult or a].rnost inpossible to meet the 






requiranents of credit as stipulated under the Integrated 
Rura.1 Development Prograimie. Three aspects are relevant, 

First, raising the level of advance per target group borrov/er 
to Rs. 3, 000? second, v/idespread distribution throughout the 
country* and third, the overall quantum of funds involved* 
Raising the advance level to Rs. 3, 000 wuld irrply a big jijnp 
from the existing levels xv-hich are still below Rs.l, 000 . In 
the case of cooperatives, the most inportant institution for 
rural areas, the average amount of loan given per borrov/er in 
1976—77 was as low as Rs. 300 for agricultural labourers and 
Rs. 450 fisr the v/eakest section as a whole. And in the case 
of commercial banks advaiices given under the DIR scheme, the 
anount was about Rs.620 in June 1979. In the case of Regional 
Rural Banks, Si^arate figure for the poorest class is not avail- 
able, but must have been lower than Rs. 1,000 which is the averar- 
ge level to Rs« 3,000 in sure to put a tremendous strain or. the 
acMinistrative cepability of the banking system sxDec-iaJJ.y in 
states and areas 'where ban3<ing has yet to develop. 

The spreading of the IRD progranrne througho0.t all 'ihe 
5,000 blodcs in the countrrir vjould rsouire easy access to 
sources of institutional finance in every village and vjou.ld, 
therefore, require establishment of banking facilities in the 
remotest comer of the countjry. C^n this be brought ?.bout 
during the remaining three and half year period of the sixth 
Five Year Plan? The cooperatives are, of course, there. ,Dut 
as mentioned earlier, most of then are either defunct or dor- 
m.ant or unviable, Bosidos, judging from the past experience, 
can the present biased management of the cooperatives under 
the control of the powerful rural rich be' trusted with the 
responsibility of diverting loans in favour of the rural poor? 
Commercial banks and Regional Rural Banks can meet the challenge 
only vhen their expansion in areas in which they are not to be 
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found- ar a t eJcen up on a massive sea e and on a prioi'ity brsi'3 
The feasibility of this specially in terms of recuiiremarrcs 
of rnanpov;ar consistent x%'ith a cert eiin level of efficiency 
is yet to be v/orked out. Probleins related to inadeqiaacy 
of skilled manpower tiiid decline in quality of service have, el- 
ready era erg ed as critical fectors in India banking. ProbioTia 
related to delegation of power would also arise. We plead 
for dccentraiia at ion from p.la tform, but practice centaralis eti' 
in cur offices. Decisions on spread of institutional agencies 
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district credit plena have rcr'aained just p q;3er e>:erciSG3 
so far. The block- wise credit prcg''5iTmGS as vo^ ld be rov'uirt'-.' 
under the IRIP area likely to meet a sinil r f to. There 
therefore# en urgent need tor bringing r-bout an integretioie 
between the differ nt agencies through some restructiiring of 
the territorial jurisdiction of diffei''nt t^y-'es of institation- 
^ich is desirable even o-.herwise for iraproving their off-ici.-.o 
and reducing costs. This is# hov^ever, not easy on ec'. ount r-f 
the vested inter-. .sts of different banks specially with rer-;pet..t 
to ;personnel aspects kt^en on muj.nt wining tlieir sepex'ute 
identity. The subject ha.o beeii discussed quite often in tlio 
past v/ithout yielding aiw practical result. Several olternc.- 
tives are aveilable. One metnod is to speci:^ the qjhcres 
of cor., mere! cO. banks,- niral- banks# cooperative banks, and 
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farmers service societies etc. and to establish proper lint egos 

betv^een th^^n. One can even try to integrate the postal savings 

organisation which gdrcadY has e. wide spread netvroxk of offices 

in rijral arenas. For ac'arnple, instead of insisting that tho 

Primary Credit Cooperative Societies must act as savin cfs ,.bili- 

s. at ion agencias a’lso, it 'would be more piroductive and easy to 

make postcil savings organisa,tion more vigorous and efficient 
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and link it directly or indirectly with credit sociv^ties. 

Or, the commerai al baiks may adopt primary' societies as their 
agents or subsidiaios ^-tiich rasy' vro rk at the base, d volcp their 
organisation by providing with professional man'agcrs and can^liSG 
finance through them, viiile they themselves vwrk at rhe 

I7 

district level. One even think of linking the cooperev- 
tives to the lead baffik of the district. This arrang:ment 
may not poss many problems at tho village level as ther'e ape 
very fev; branches of commer-cial' or rural banks at thet level. 

Bui; v^hat vrill re the structure of higher levels? PJhat will 
happen to the district and central cooperative banks? Or should 
they be taken over by regional rural brnks or some commercial 
banks? Whiom to hold responsible for foiv.ul'Oting and inp lonen- 
ting credit plans? < 3 uest.lons like 'these have to be sorter', out. 

The problem of supplying a sum of Rs.4500 crores to 
the te.rget group in five years or R3.900 crores per 37 c r on an 
average may turn out to te even more forni cable. The amourit 
advanced so fi'X has been limited despite governmental encourage- 
mcxit, and is not likely to exceed Rs.250 crores for the yo'-r 
ending December 19 80.^^ Supplying Rs.4, 500 crores in the noxt 
five y-^ars would imply a growth rate of such advances by/ 50 
per cent peronnum which cannot be attained. The growth rate 
that Seems feasible with Ofipropriate administrative support 
is not likely to exceed, 20 per cent. This will achieve 
only 50 per cent of the taorget. Even this is on the high side 



the IRD p ro g- 




bec-'-se, cip ai't fmrrr iaeeting the -^rerilt needs of the iRD prog- 
r=i];;r:ie, b-an-KS would also be required to rrieat the credit needs 
for productive purposes of other marabers of the poorest c." ass 
not covered within the IRD but falling v/ithin the ambit of 
their rouuine on-going activities as well as credit for 
consumption requirements whj ch beccime most pressing for the 
rural poor. The target is, thejrefore/ unre^-listic and ovei- 
anbi tioUo and quo vr-ii-'Ciors ’whether any planning exercise v/as 
done before fixing it. Needless to say, it m dices a mo dee q’ 
of the entire pi aiming process. 

-the tosb v/i,'. j bsiOD me evc;n p.’.ore diff.lcuj.t on. account 
of the proo.lQT! cfovordues i^tsich ai'c rising both ab solutciy 
as u'Gl] re? arlve.ly and a.11 types of institutions - coepereitives, 
cornt.-ercial banhs ,ard regional ru.ral banks - are feeling their 
i: .o 'c.ct. Daring the coorvercitive year endj rig j' ne 30, 1970, 
the percentage of ove.rdu- s tc oustanding loans of primary agri- 

societies stood at a high level of 45.2 per 
cent. The ef-; active amount vsould be more because of the 
practice of renewing old loans. There are reports that the 
Heg..!..^nal Kural banks are also encountering this problem. .And 
acvcordlng to a ne s r:^.ort j>ublished in the Economic Times of 
29 uh Decaniber 1980, the cverdues in the G..-se of DIR advaiiccs 
of sonie of the commercial banks touch as high ^3 80% of the res- 
pective outs tondl rigs . Rising overdues reduce the ability of 
credit ^nstituti.cns to advance further loans and thereby reduce 
the supply of instituti -naj. finance. It has already affected 
the Coji/ability of the coeperatives several of v/tiich have been 
become d-jfunct or non-vlalile. 

The probloT- of the ovex'dues is really very serj.oi-is; 
that of wilful d. fault is even more so. It may be that the 
poorest sections donot conn end enough political power & 
aoi.'tc..cts to become wi,.fLi.i. ceiaultcrs and there is sorae e;vidence 
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to show that their performance in repaying loans has been 
somewhcit better j:han that of the richer sections of rural 
society. Hovrever, the recent decision of some of the state 
governments in V7ri ting off debt taken from institutionail oourcas 
is bound to have a ver\^ adverse effect in this respect. It is 
likely to encourage further default and overdues and to strike 
at the very r-^ot of thebanOcing systam and therefore should ba 
viev/ed with grave concern. Such measures in so far £i. they 
do not distinguish between wil fa 1 default anddefault on acoount 
genuine. Difficulties, are unfair to borrov;ers '^o rex, ey 
their loans promptly. 

itopropriate steps are, therefore, needed to deal with , 

this probLam. Ihese may include, better evaluation of pro i*-cts 

for which loans are to be sanctioned, greater supervision and 

better monitoring of loans, adoption of stern me; sure s to 

ensure riapayment on the lines suggested by the study Team 

on Cooperative Overdues (1974) or introducing crop 'and cuttle 

insurance, though the latter is likely to put further strain 
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on the administrative system and involx^e huge subsidi-X! 

In this connection, a model till had been prepared by the 
Taiv^ar Commdttee in l97l-» Only sixteen state governments 
have enacted legislation on the lines of the model bill and 
even in these enactments certain important provisions 
have and not been incoiporated. The machinery set up by 

the State Governments for recovery purp^o-^es in also inado-ucte 
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to cope with the cases referred ana out. 

It is not clear how the financial institutions are 
going to provide the stipulated amount. Large scale diversion 
of funds from other users such as the urban sector or the x-urcl 
rich who are no less povjerful, is not feasible in a democratic 
set-uia like ours. ^ Foster rate of. deposit moblisetion, '.diich 



could be a. other source, seems unlil'ely in view of the r isk of 
fal.l in real, value of savings on account of the rise in prices^ 
Banks in genoral and cooperatives and the regional I'urol banks 
in p articular h ave been finding it difficult to mobilise adequr‘~ 
te dstposists. This leaves the fLdd epen for credit creation 
resulting in expansion ofironey supply , the inflationary inplica- 
tion of v.tiich voulcl be against the interest of the society, 
specic'lly of the W'faker sections. 

In addition, bankers' readiness to advance small loans 
spo'cially to the jaoor in likely to be limited on account 
of r inadeguate operici CO in this respect and the fact that 

the cost of credit administration pjor unit of credit advanced, 
being a negative function o f the si ze of credit per borrower, 
is gene redly higher for SRiall leans while the rates of interest 
tebi: charred on Icai s as det'-rmined by the government are gene- 
rrlly lower. (Thmigh the r Isk el.--knent is also high but the 
amount loanded p-'cr Irorrcv.er is so low that; on the whde the risk 
invol'^^ed cannot be rec'r.rdod as high) . Tho nation'l, regional 
or local targets (fulfilment of v/hich forms the basis for judging 
the performance of banking staffS a’- easily attained by giving 
pref'-ronce to large borrowers. Hence, ther; develcps e nati-ral 
tendency on the p art of banl'cs to supiply loss credit to the iroakor 
sections. Besiciis, the cooperativoE;, as daroeloped in our country, 
have been under the control of the rural rich to serve their 
interests. Those consider actions, therefore, further reduce the 
probability of the barilcing system in me -ting the credit rccuir^u- 
ments of the IRD prt/granne unless they are compcll-ad to do so by 
adopting a policy of Gi.!rmeDcing a certain percentage of thajir 
total advances to the target group i.e. the poorest of thepoorr. 
Moreover, this * earmari-cing h as tc be done not so much at the 
national level as at the regional and local levels so as to 
a -sure that the poor in tht; backward areas, the most neg' acted 



section so far, get their due share* Korins of judging stuff 
p eri'Gxm an ce would also require a revieii;. However, no such chan- 
ge in policy has been announced so far even though the need for 
earmarking vias recognised in the draft framework of the 6th 
Five Year Plan document p reared in August 19 80 end reiterated 
subsequently in the final plan document. The announcements 
of changes in credit policy made by the Finance Minister on 
2 4th, October, 1980 vt^ile speaking at Srinagar, before the 
Regional Consultative Corrernittee of the KationaliS£;d 3 C-nks in 
Northern India,' fail to cover all' the points made above. 
According to him, the governiricnt has decided (i) to raise the 
target landing to the priority sector consisting of agriculture, 
small industries and e:<ports from the existing 33. 3% to 40% 

(ii) to earmark 403S o f x->^iority sector lending to e.griculti.ro 

(iii) to allocate 50% of direct lending for agriciltural and 
allied activities to small and marginal farmers end agricul- 
tural l abourers end ( iv) to reserve 12% of credit by banks tc 
small scale industries to rural -rtis-ns, village craftsmen rxid 
cottage industries. WnvOt is missing in this policy onnouncer'''.nt 
is the provision for ensuring appllcrtion of these guidelines 
uniforrrialy tiiroughout the country and theestoblishiiKjnt of 
system, of ^’'^onitoring and follow-up. This should be done es y 
early as possible. 14iiia '.npl orienting this policy, c~ r' sh'uld, 
be tc'ken to adopt appropriate measures for minimsing the .soepe 
for b nani which may develop otherviisc. 

Don and for Institutional Finance ■ 

I am sceptical, about the adec^acy of the demand for 
insti tutioncil finance to the stipulated anount from the rurcl 
p)Oor. As one case study of a Regional Rural Bank in Hcarycna 
points out, the cKperience ,of the: bank showed that there vias 
no great flush of requests for loans from the bank from the 
weaker sections of the rural^ society. The bank staff had. to 







meJcG spocicj. affoits to find eligible borrowers wtio wou.M 

ho;pefu3.lY have the ccp'^city to repay the loons cot the rate 
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of interest of about 14 per cent per e:xini.'jn. The problem 
persists despite the. change in aprorC’Sch from 'security" 
based lending* to 'pro j ect based lending* because of the d:. o.rth 
of bonk ebl e r:i rejects and ability to fonnul ate thcT:! that the 
prospective bo rT'O we rs from the v;cakcr sections c.an px' -sent. 


This, in tuiTi, is related to the strength of develcpiTiental 
and extension activities of the existing governmant-al machinory 
,anci the extent of coo rein ation batv-oeni them end the brenks. 

For various reasons such as, in.adcouate infra'structural 
facilitif-'S, paicity of resources, incompetent and disirdiercstod 
administrative systaa, atisonce of an ajarropriate p-lanning 
nnc '.ineary cstc., the existing system has boon found tebe defi- 
cient and v.,’ould ro--uiro considerable toning up specially in 
the more b.-'ckv/a.rd states '.rhcrG the credit g:.ps .-re more ' 

*|p renounced. The (..■’.re sent scniinar may fruitfuTly dlsaiss this 
asii-.-ct and suggest mec-sures for imp-iroveraent. 


It should also be r-a'T,cmb.:.rGd th.'t ci'cation of profi- 
table opportunities v;c.u 3 .d require the tirf.cly cv ad lability of 
not L.nly credit but cth‘.-r nec^assar/ inputs and s ,ir\''icon - 
Qiito oft^n ost_.nsibly good pre-jocts f.ail to give the ocapocted 
results boc.xuse of the non- avail itg cf some of the required 
facilities. One \ 7 ay out of this could be for the financial 
ins ti txitions to trmscent the lirlted role c£ providing cx'cdit 
end perfo 33 Ti increasingly tt'o functions of dovolopmcnt ir.st'i tui- 
tions motivating custom .,rs rjnd providing beeddos credit, a 
pedeegG of diversified inputs and aervicc.s liJ:e seeds, f'.-..rLiZ ... ■ 
s. rs end marketing. The Fermex'S Service Sc-icieties v/ero' conce- 
ived on this pattern. But their e>:p-arirrce so far has be-.n 

f.-'.r firm encouraging. Tiie ojestion to examine is whether" it i'S 
edr.-iinistraively fe’siblo to hc:,ve a single agency for providing 
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<3ll inputs and services including credit? Will not the result- 
ing organisation become too corap 1 esc to b €i rrionaged efficiently 
by the talents avail rjDle at the local levels? Wm it not be 
better if nonfecredit services continue to be provided by other 
agencies tliich may be required to v.’ork in close collabDration 
with financial institutions? But then the probl&T; vaoold be, 
ho V/ to bring about this coordination? One such method trieo 
by Den a Bank in Orissa/ was fer bank officials and local gt.'Vorn- 
ment officiej.,s camping in each village to identify potc-ntia.l 
borrowers and disburse credit. Severs], other alternatives 
could be thought of. The seminar pj articip ants may share 
their diverse e.^rience in this rospect and come to a, consensus 
on some of than. 

Another reason rvhy the weakest section prefers to keep 
itself away from the banking system is the emerging corruption 
associated with the grant of subsidised loan. Since thrsro is 
a rninimura amount of ex- gratia payment, its incidence pax unit 
of loan is more on loans of smaller magnitudes. .Acccrdinc 
to the procedures adopted so far under the subsidy- cum- loan 
programme, payments of the subsidy t.nd loan are mode not to t he 
beneficiary but to the supplier of thvO input or asset such as 
the seller of bullock, if the subsidy is to be provided for 
purchase of livestock. As soon as the authorities como into 
the picture, the Sale pi rice of the bullock is reperted to bo 
raised by 25% to 50% the extra amount being sharC-d by officials 
of the government, the- bank, raiddleraan if any, and the seller. 
This amounts to raising the cost and lowering the p ro fit .'bility 
of the project, A beneficiary, iftie intends repaying lean, 
would obviously become less interested. In addition, there is 
the problem of ainbersomc procedure, delays end rcgidites which 
have been dis cussed for long as a result of v;hich the poor 
people tend to prefer the village money lenders to banks. 
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Whi lo procedures may bs sirr.p 11 fie d, one does not know nov; to 
'.'le al with the problem of emerging corxvipti on. There are aisc 

reports of bena'ni tr:'eiSar;tions; the rich take loans in the 
ncTfie .of the poor so c?£ to t. "ke the benc^fits of subsidised 

interest rate und>:'..r DIR or overcome their credit limits. 

In .absence of i..nough genu' ne doricnd for bank credit 

fren the t'Ci-get grciup such ben transactions may become 
mcr... widospread. The Seminar may suggest steps for d ueling 
with these p robl '.ins. 

As already' nctac, tii e rnc st pr. ssing need of the irural 
poor is for consimp tion lo.an. It is not clear whether the 
IRD rroqr-:..nTrie leas rnace "'Py provision for this. Faced with 
p.ressing consumption renuireTn -nts, borrc)v;ers rntry be and are 
forced to div.nri pix.'dnicticr 3.oans to consumrntion purposes or 
sol'!, the productive r;3.a(:'.ts if these hive 'Irtudy be n i''cqLiir'Cd. 
Ac a result, tha: import; of fin-nce on rasing the levels of the 
ben', ficiaries is likely to t-- less th,.:.n incy aivaccrct the 
first sight. 

Before o..'nc:i,i:dinc.: I vjould like to raise another issue. 
HaVi for is it desirable t'-,' have a s rctegy for the development 
of the poorest section on the betsis of ins Li tut ion cl credit?) 

Can their p.roble 3 a be solved by grant of credit at an indiv/idual 
level? Da they have the tradition and mctiV£;tion for entenaren 
ourship? Provision o-f jobs would be mare useful than tl at of 
credit w+iich they .are likely to use for their ev-r pressing 
consuiTip tion regni remen ts. If C 3 a.jdit is to b e a'iiven, then it 
should be supplied not to tlie i.ndivif2uals but to groups of 
such people engaged in sudi productive activities like mariceting 
of avj'i'icultuxml or diary product, inst -all ction and operation 
of tubewolls etc. For this purpose cooperativeas of aasaocia tlons 
of a few fcTTiilies suda es 10 to 15 may be formed and credit 
advanced. Suiaervision and r. go very of loan would also be.' 
or!.sior in this c.-sc. 
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Sub : Insti-tutiorial Finance for. Rural liidustrialisatijon-. , 
and Trainingaof Rural Youth for self—EJmployrnent, 

■■■■■, : . r ■ J.:; 

■ ■ ■ Shrd ll.K. .Kaw, ■liToint^ 

‘ ■ Ministry of 'Rural Reconst ruction ' ''v V; r 

■ ■ ■ ■ '' GoV'i-',;- of Xnd iaV ■ '.'r 


,- lRD anf rural- ihclustrialisatidn i' ^ 

l.i - The; prihciple objectives: 'of the Integrated Rural 
Development Programme arc r;-, so,ivlng the piroblem of rur'al 
unoiiployment, ..and uncler~ai\plo^ent and reducing the' incidcacift;; 
o-f ^proverty. -These, ctogectiv^s are sought to be, 'kphiev'^ by ' 
implmentation of various bepef iciary-oriented programmes in 
the primary, secondary and' tertiary sectors of the economy 
While substantial additional -employment opportunities can... 
be created, in agriculture' and allied activities, it has ’"been 
recc^nised for some time, now that considerable diversion of 
the surplus "labour available from the 'fa'rm to the noh~fam 
sector is imperatit'e, ' It is in. this qbntext tha-c.the ' . , ' 

prcxnotion of village and cottage ; ihdust.ries including , .the - - 
t in y -Indus t ’<.163 "and, of .activities '' in' the, tertiary septor , 
has assumed impCrtance,. " , . . ' 

„ .'1.2 In thCi. past, programmes were' often',. ‘executed, ' 

individually ai:id in .isGlation,. without taking .the f^ily as ’ 
a unit and .the attainrd'ent '''Qf its,' 'ecpncmic yifibility' as the.;"' 
objective ' The Integrated Rural Develo‘pme'nt’'i/hloh iS nbFrf 
being undertaken in. 2600, selected, blcxiks alj\a at making the 
family ecqhomi'caliy viable .and self— sufficient Where fhe, 
family holding is -of an "'uneconomic size, income will nave-to"' 
be supplemented .by subsidiary occupati<gis ^itable rural 
Indus' Jri.es' and p:‘,pgrarmc will], -herefore,, ■hav,i"*''6. 
be designed.' for smiall and ttiarg'inal farmers, landless I'abourt- 
rs , rural art is c .IS and, craftsmen with maximum. "emphasis on 
utilicat'ioh' of local resource^' and' ''skills'. ' , , ' 

lt.3 ' .It, 'is in the' abp^e background that: the rural 
industries apd ''services sector w.as included -;^ a part'- of the”' 
IRD programmP- in..'!PCbruary,'’ The'] ^^uidelihes;'] is'S'dpti' "oii 

the s'ubj'ect’ Stat&l’- that ih' addition to 'the, 30O';‘££«’alife being 
selected in' each'-' IRD 'pioCk, 'for'' ag'riCu'lturai ' and aliiod‘’ ..,d 
activities, 'additional lob_.j£'amili^'''‘SKpu;ld tye,,.se'lfe't^ 'for 

the' industries' and ’S'erv'i'c^'' S'ecto'f '' every'"'yea?f.- 'Id -■-“‘’n-- -i 




2 *' TRYSEtvI ^ , , 

2.-1 Subseq:uently>;'t'he .idea,.-pf training rural youth for. 
sel£-eniulo\>Tnent v;as developed further and this resulted in 
the scha:ne‘ known .as TRYSHM' (Training of Rural Youth for 
Self-ernployment ) .• The main aim of TRYSH-l vjhich covers hoth 
IRD and non-IRD areas is to train at least 2 lakh rural youth 
every year in the 'primary, secondary and tertiary sectors ^ 
so that they can be groomed for self-emplo'^ent.. Each bloc3o 
in the c.ountry has thus to cover a minimum of 40 youth on an 
average*' 

2*2 The main thrust of TRYSHI/1 is on equipping rural youth 
with necessary s,kills and technology to enable them to seek 
self-employment. For this purioose^ the capacity available in 
existing training instituti jns in the country v7ould be fully 
utilised, and wherever .necessary augmented. The trainiiig 
courses will have a practical bias, based on the concept of 
learning by doing and would be fully integrated v;ith various 
on-going schemes on rural development 4' 


' 

: 
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2.3 During the period of training, a stippend upto Rs .lOO 
per trainee per month will be provided. Besides, training 
expenses not exceeding Rs.lOO pe.r month per trainee can be 
incurred for meeting expenditure of honoraria, train.ing 

course material and other institutional expenditure. These 
would be' paid to the training institutions. All the trainees,, 
whether in IRD or non-IRD areas are also entitled to financial 
assistance on the IRD pattern. This is the same as is available 
to small and marginal farmers and other target g.roups under 
the various special programmes . Broadly speaking, the assis- 
tance to small farmers is 25% of the total categories is 
33-l/3%.' The limit of subsidy which can be given to one 
individ’.-.:;.! to’ Rs .3 ,.000„ it is envisaged that the subsidy 
will be linked to a loan frcm commercial or cooperative 
banking institutions 

2.4 In a recent extension of the scheme, train iiig through 
industrial and service units, master craftsmen, artisans 

and skilled workers has also been iincluded as a mode of 
training both under TRYS-EM and IBD, The idea is that the 
institutional mode of training alone would not suffice if the 
targets of imparting training and providing employment 
opportunities are to be fulfilled within the stipulated time.' 
■Under this ccraponent, a District Ccmmittee headed by the 
trainers who should have been practisi)ng their craft,, trade or , 
skill or running their units for more than lo years,' The 
number 'Of trainees to' be placed witb an.- "Individual trainer . 
will not normally exceed 3 *■ The i.raine<^ '.will receive a stipend 



upto' Rs ,100' per month,, escept when the training is undertaken 
in the village itself.. In that case, the stipend may he 
limited to Rs .50 per. month, A remu.jeration upto Rs ,50/- per 
traii-*ee per ra^^nth would be paid to the trainers ,■ The provi- 
sions of subsidy, are the same as mentioned for the institu- 
tional trainee. 

2.5 The brief description of the industries component 
of IRD as well as TRYSEM given above shows that there is an 
increasing ^phasis on providing s elf-apployment opportuni- 
ties for people in the rural areas, especially for the rural 
youth. Further, it will also be noticed that the emphasis 
is on the industries and seip/ices sectors ,. Both the scherAes 
are aijued ,,at improviig the lot of the weaker sections of rural 
society,' In both the schemes, provision of institutional 
finance is an, integral part of the package of inputs. It 
is-,, therefore, clear that the banking sector has a 
tremendous responsibility to discharge if the two sch^es 
are to become succesful. Bn this paper, we vjill consider 
various aspects of instituticnai finance requiraments for the 
decentralised industrial sector, which mainly serves the 
weaker sections of rural society,' ■ . ' 

3.' CREDIT GAP 

3 .'I, A Working Group set up by the Planning Cotmiission 
estimated' that term loan- requirements of small industries 
(excluding traditl :;nal cynd cottage industries) for 1977-78 
would have been Rs ,400 crores »■ Actual disbursement of term 
loan.' .during that yea:: amounted to Rs ,150 crores , thus 
leaving a gap of Rs,250 crores to be met from non-institu- 
tion al soxiTces As far as the short term credit requirements 

CvVjce-’.'.'Gd, these we-,*e estimated at Rs .3110 crores, .against 
which the credit made available was Rs ,1700 e.rores only.' 

; ■3,2 For the traditional village and cottage industries.:, 
the Working Group estimated' that the short-term credit 
requirements during 1977-78 were Rs ,1400 crores against which 
the available partial data showed that .an amount of about 
Rs #400 crores was made available to th'is sector through the 
Gombinied efforts of various' .agendles like 1C7IC, cooperative 
banks, regional rural banks, ccmmercial banks. Central a!:^i 
state Governments etc,' 

3,3 With' regard to the period 1977HB3,, the group 
estimates ..a total credit requiromants of Rs ,8065 crores, the 
break-up o£ which- was' as,. under s- 
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Rs ,■ in crores 


(a) ssi'-£jactor(inciuding tiny. sector) „ 

. i) term- loans . 2160 

' ii) 'working capital ' 2860 ■ 

(b) TEaditicinal sector 

i) te;rrn "loans ' . • ^ ■ 450 

■ ■ ii) working- capital ' \ 2l60. 

(C) Marketing -agencies; working capital . 425 


Grand Total 


8065 


'■ 3.4 This estimate- .o£ Rs .8065 'croires cah’ • at . best be' taken 
to' repres ent ■ the outside liipit of credit requir-OTients >‘-as' 
many of the assumptions on which the estimate is based may ' 
not hold good fully. 
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PLOW OP INSTITUTIONAL CREDIT 


' The position in regard to the flow of iinstitutional 
credit, to sm'ali scale indust.'.’ies is summarise! in the following 
tabl'e; . , ■ 


•' ;; rosiiTUT-ioNs . 

. i) Steheduled Commercial banks 
ij-/" Cooperative banks 
iii) regional rural basics 
iv) state financial co:"por at iens 

v) national small .industries " ' 

.Corporation (higher purchase schema) 
y'i) state .small scale industries 

’ , .development corporations (higher ■■■' - 

-..purchase schemed ; . 


Rs , in cro:i:.es 
OUT-STA N D'mGS 

- 2156 ■ ■ - 

59 
■ ' 14 
354 
21 , 


16 


' H f 


Total : 


26-20 


The institution-wise position is as under: 



5. gjSSEiy/E of IN DIA 

5.1. , The Resee rue Bank of India has stipulated that 

term loans to small scale units should not be charged more 
than 11 % per annum, while working capital advances to srgall 
sCi-Lle inuus'cxies upto Rs. 2 . lakhs have been exempted .froa the 
stipulation governing the minimum lending of 12 ^- 9 %.. 

5.2 The x^rovisions of the credit , gurantee scheme have 
been.-liberalised from time to time. The guarantee covered in 
respec.t of loans upto Rs. 25, 000 to artisans and village and 
cottage industries has beei'i raised from 75% 4:0 90%. Further, 
guarantee claims for amounts upto Rs. 25, 000 are being settled 
oh, an automatic basis, 

5.3 A number of Committees have been set up to - ensure 

better and larger flow, of barjik credit to the small and 
decentralised sectors, . 

5.4 The highlights of an important RBI circular dated 

12th December 1978 are as under; : . ' 

a) It has estimated that the total credit requirements of 
an individual artisan or a village or- cottage unit would not 
normally exceed Rs, 25, 000, inclusive of both equipment finance 
and. working capital* Credit upto Rs. 25, 000 to this sub-sector 
should be sanctioned as a ccmposite term loan fop eqaipment 
finance or. working capital or both, v/ith repayment period of 
47-10 years or even more, with 'an initial moratorium period 

of 12-18 months, both for interest and principal. 

b) There snai ld;be no insistence for margin in this 

.category, and -fche banks, should not ask' for any collateral 
security /gurantee. .a. . 

.c) The maximum rate of interest will ?oe 9% per annum in 
specified backward districts and 11 % p.a,- in' other areas, 
irrespective of whether refinance is obtained or not, 

d) In the case of term loans for the tiny sector,, the 
ceiling of 11% will be applicable. In respect of credit 
limits for working capital for above Rs.25, 000 but upto Rs.l 
laldi, banks may charge interest at a -.rate ‘hot exceeding -l^. 

e) For both the tiny and village and cottage industries, 

no penal, interest should be charged, ' 

f) The proposals u^to •Bs.i 'lakh should bo disposed of’ ■ 
within a period of 30 days from the date of receipt of appli- 
cation. 
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_ _ g) _ All irarich Managers of Banks should be ves'ced’ with 
discretional/ pov/ers to sanction proposals uptc Rs, 25, 000 
without reference, to any hi gherv authorities. 


or ap'cixc 

Rs.25, 000 and Rs.l' 3-akh vd.ll be 
DICs the bank and the SFC. 


itions for advances between 
done simultaneously at the 



n i) iThe rejection of applications should bo. at a level 
higher than the Brandh Managers in very iriSbance, 

‘ j) Onr.e a proposal has been submitted by the DlC^ the 
bank should not '-r duce the limit vdthout appraising the DIG 
of the reasons for reduced sanction, 

IMDUSTRIAL DW ELO PMEMT ’ BANK OF IMDIA 

^ 6,1 The share of small scale industries in IDBI’s total 
assistance sanctioricd was around 40% in terms of number of 
applications sanctioned and around 18% in tertiis of amount 
during 1978-79, 

6.2 Prom February, 1979, the IDBI has introduced a composite- 
loan scheme, whereby composite, term-loans for equipment 
fin^ce and^for working capital up to Rs. 25, 000 granted to 
arti saris, village, cottage and tiny irdustrios bv the t:)rimary 
loaning agencies are eligible for refiiiance from*IBD. *Tho 
composite loans are covered under the automatic rofinanre 
scheme, . ' 

_ 6.3 -he IDBI is also sanctioning from 1978-79 separate 
limits to banks for exclusive use by the siiiall scale industries 
under the bills ro-discounting scheme for purchase of machinery 
o.n ^ 1 hsta.l!!,.. nt,~.salo basis. As a result, small scale industrial 
units availed of the bills facilities to the extent of Rs, 16,40 
crores during 1978-79, . 

" ^ 6.4 In March 1978, a anall and village industries wing 
headed by an oxocutivc Director was set up. The IDBI has also 
set- up recently a small and village iridustrles credit; camnittoe, 

6,5 In 'August 1979, the IDBI decided to grant assistarice 
on a selective basis to pranotional and market/input organisa- 
tions for tho decentralised sector to meet their term finance 
roquitemonts for their own industrial activities, capital 
investments for setting up warehousis emoria, marketing centres 
etc, and for margin for ,wor^,ng.,;Capital, 
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'7* commerc ial 3AHKS 

7,1 Thoro arci now nearly 30, 000 branches of Canmercial 
Banks. In June 1977, the distribution of comiiiercial- bank credit 
to rn?.;.. 11 scale iiidustries by population groups v/as as:- under: - 


(Rs, in crores) 


Pupil lati on Group ■ 

; Limit 

Balance- 


sancti onod 

. ' outstanding 

Rural, : . 

f25,16 

37.95 

* .i ‘ ■ ■ 

(6,0) 

(6,0) 

Semi-urban 

454.14 

304.78 


(21.7) . 

(20.9j 

Urban 

701.45 

. 493.15 


(33.5) 

(33.7) 

Metropolitan 

: 814 :36 ' ■' 

" ’576..27 

(3&,8.)' 

■ (39’. 4") , 

...TOTAL: 

'■'2095.10 

1462.15 . 


(10.0,00) 

(100., 00 ) . ; 


It will be seen .frota. the. ab9vo table '-that 'small 
scale industries in 'iriiral .areas have 'claimed only 6% of the 
total bank 'cridit advances to the small scale industries 
sector, ■ . . ■. M ' 

■' 7,2 At the end of March 1979, advances by the State 

■ Bank and its subsidiaries and 10 na-tionalisod banks (v.hich 
accoune for n>-.arly 4/5th of .-the total- credit l^y all schegulod 
comiiiercial,,. flanks to small scale industries) to artisans, 
tvi-llh^Ci-iand- cottage industries, amount>„d to Rs.30.6 croros. 

The level of credit to the tiny sector was Rs,99.8 crores, 
thus making a total of Rs,130 croros which .formed- 8% of the 
total advances by these banks. to the small induatri-os sector, 

7.3 Under .the differential rate ..of interest scheme, the 
contribution , of .public sector banks to., small industries at the 
end of March 1979 was around Rs,15 crores, . . 

7.4 The State Bank, of India has 'created an e^ity 
fund for small scale industrial .uni'-ts, Ihe ' scheme ' is 
applicable only to -riew units' and the total- cost of project 

- '-shoald be above ,Rs, 25,"00d, ... . .. . - ■ ‘ 
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8. COOPERATIVE BM''TKS . 

8 .1 The Reserve Bank nf India recogriised in 1963 _ 

22 brqad groups and cottage and sraall scale industi-ies iii 
ad.Mti .n t .. cotton - v/oollen and silk. handloom weaving and 
povjerloom weaving industries eligible industries for reference 
accommodation by the RBI for ref inancirjg their production 

and marketing activities. This refi^iapce is p.rovided tt 2-2% 
belov? the bank k:'ate to State Cooperative Banlts for ref.i.nancing 
industrial societies and -3% below the bank .rate for 
financing weavers and other rural artisans, 

8*2 The amov-nt of credit extended by cooperative 
banks othe'; than urban cooperative baj-jlts to eavers and other 
industrial societies was Rs .38.6 c.v,.ores at the end of 
June 1977, . Of this, wavers* societies alone accounted for 
Rs,23,6 crores.' 

9. REDIOHAL RURAL BANKS 

There are 56 Regional Rural Ban]<s havijig 1836 
branches. At the end of- March 1979, they had granted loans 
to rural artisans and othe.r small bor.rovjers to the extent 
of Rs ,45 . crores .■ Out of this, the finance granted to rural 
artisans is. estimated to.be about Rs .14 crores. 

10. KI-iADl''AiP VILLAGE IMDUSIRIES Cq-IMISSION 

The KVIC has been taking moasures to obtain an 
increasing amount of institutional croiit for its activities. 
They operate a ccmp.’rehensive scheme of interest subsidy on 
loans raised frcm financial hjstitutions , The schoTiie coveres 
both caxjital exrgenditu.re and worki-.g capital, KVIC lias been 
able to entdir into cash credit ar rangonents witli .baUks fcl? 
prccurnmrnf’ .'f mat^-rials the extent of Rs .22 crores 
so far, 

.11 V HAMPLOCM BCARD 

11.1 The quantum of finance* made available by public 
sector banks to handlocm 'weavers outside the cooperative 
fold amounted to Rs,12 crores at the eiid of 1978~. 

12,' HANDICRAFTS BCARD ■ 

12.1 Over 90% of the credit rei-juir^nents of the handi-* 
crafts industry a -e being met' by no -institutioual sources, 
the sha.i'e of banks and cooperative ' banks being ' hardly 7%,- 
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13 .■ BRIEF CQHCLU3IQNS OF Rg/IEK 

. , : 13 .•! The reviev/ of the present situation made in the 

proced-hig pare"'-, sho'ws that although there has been a. sign. i— 
ofice.nt. i::':c."'e^se in, the flov.r of i;nstitv'ti.-.nal credit to small 
scdxe i.nausu;.;ies iii the last 5 years or so, bulk of this 
credit has gone to u-.iits in metropolitan and xirbaii areas and 
the share of the tiny arxl the decentralised sector is small. 
Further, the specialised boards and their count erparts in 
the States have been depending heavily on Government's 
budgetary allocatims and their links v-;ith the financial 
i'sstitutions and other proraotioiial agencies are .rather tenuous. 
The.re are other matters also vjhich \vill become clearer in the 
next section* 

14.' SUGGESTIONS FOR ACTION 

14,1 Operinq of Bank Branches : Despite the large number of 
rural bank' teanches opened in recent years , it is not does ible 
to. say that the entire cou;.itry has .been coversl. Banlcs 
generally insist that each branch will only whave a jurisdic- 
tion of 16 k.m. around it.- As ' a result, their spatial coverage 
is not total, especia Ily in areas where .population is spar- 
sely distributed over a vast land mass , Fu'-ther, even vjhere 
branches exist, these mostly one-man branches which 
succeed in mopping up the.; dqDosits and do not have the. neces- 
sary machinery for processing and sanctioning of advances. 

The follovfing steps;, therefore, need to be takens 

p.) The number of bank branches in the rural a.re^ would 
hav' to be' increased co'>' 3ide.rably , For this purpose, each 
'leao bank sh',Ji’.''.'3 a phased plan for coverage of the 

entire ru.ral area in. the next 3 years,'” ' ' 

''p'h.’ 1 aa enough number of b'ranches are 

opened, the 16 k.mi‘ ru.le, should be modified so that; no area 
of the country remains unserrved .by a bcuik branches,.' 

■ c) There has to be sufficient staff in -each branch if 
numerot'ts proposals pertaining to the decentralised sector are 
to be iDrocessed. In case .it is not possible to .j.rovide 
expertise for tecl'nical -ap-praisal of - such -loan -cases in each 
branch, the lead banks should provide .expertise at least at 
bl<x:k headquarters..', : : ■ ' ' 

' 14.2 PEL'B3ATI(i-?S OF TO ' 

The Reserve .Bank's, d'irective. dated , 12,12,1978 is that 
all- Bank Man age.rs should be given the powers of saiictioning 
loan upto Rs.25,ocx), It is not kiiown ^ to how many banks 
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have actually .Implcaia^^ted this di':ective, EVeii ^-/hei'e povjers 
are delegatee ^ ex'ge'.'iercc-...3:'; vs-.'- lat Ba/ik Hanage:;s a .e refluc— 
tant to exercise these po\'je.rs . There is peed for a crash 
orieutatii'n prograrame for Branch Mai'iagers s'r> that they 
approc iatc- Gov '.r.ie 'tjs galr’c f,-.'’. ■■v::q1 lodrrt”iallsatior . 
They have also to be assured by highe:: management that the 
.possibility of ove:dues in genui.,ie cases of loaning' vjould aot 
'endanger their career. 


Branch Managers have to be trained suitaloly so as to 
bring about iiecesoa.ry att.itudinal changes in th< 3 i\ f. s also 
imx)';Ove their professional competence.' They sh.,:>uld be 
rnritivated and encou.raged to be i tcreasingly innov^ative and 
constructive in responding to requests for' assistance fron 
the decentralis eel sector. 


The guidelines under TRYSEM al-eady indicate that Branch 
Managers should be involved right from the very inception of 
the programme,. Thus^ it is envisaged that Branch Managers 
would., .be involved even in the selection of benef icia>.ries v 
Later ^ they will have to give 'assistance' .in ’ the foilnulation of 
bankable schemes by .the trainees csvon at the stage when they 
are undergoing their training;' The idea is that the 
applications fqr loans should be. sanctiv.!ned before the training 
period is over. This sort of coordination in only possible if 
the gross-root representatives of financial institutions work 
in^clc^e association with the DTCs, IRD agencies^ BDOs and the 
Principals of Training Institutions. 

14.3 RATE CF Bri'ERB.Sr' iiro OTHER LQMJ . COMDITIOHS 


The cilcular of 12/"?y”9 co-^arly states that there 
should be no insistence on margin for artisans^ village and 
cottage industries.. Banks have also been directed not to ask 
foj. t4iy ar t-'.i ;.i>i-cu.*.'ityv Q"-. The rata «jf ir.tor'ost 

has been kept at 9^ for backv.rard districts and 11% In other 
areas. Similarly, .in tiny industries the maximum' rate has 
been kept at 11% for term loan and 12^^ for workiiig capital. 
Here again, it has to be ensured that the banks accept these 
^ co.nditions , issuc4\suibc..blG instruct! , ns to the Branch Mai^agcrs 
and e.asy.re that the instructi^.-ins do nr^t remain on paper.. 


, 14,4 FINANCPTG OF. CORPOiR^/fB B<X)IBS 

.The Working Group on Small Scale industries has rcccra- 
. mended that one of the .v.; ays of bringisjg the a!:t.isans w-j.thin 
■ the reach of the commercial bankivig sy^tm would be, to oraanise 
then in corporate bodies such as registered associations .etc, 
so that loans could be routed through these inter-inticaliarios .. 
The' loans to., such. associati.,->ns should .be t.:'.-eatGd as priority 
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sector advances . At 
iad . .V idual art is a ■ ' 
sector advances.- 


orasent^ only loans given directly to^ 
and ■' 5 SI ur.its are clo-^rified as pr3.ority 


--1 TaA,' V' 'o. .’ll 

of financing orima 
weavers etc* on the 
societies. 


uoon thems elves 


■"y cooperatives of handloom weavers ^ 
le pattern of fi;..arscing agricultural creca 


the function 

■lO r 
'edi.it 


14 ,5 D:IFFER15-TIAL ilKTa -OF IHTEREOT 


^ The operation of this scheme has cr'eated several pro 

blms in the field as the number of persons eligj-ble is so 
larce that the funds earn^iarked by the banks for tnxs scheme 


hardly touch the. fringe of the s\as been 

proportion of these funds ccmpared to total adva- ces has been, 
raided from 0.5% to 1%. , However , xt may be necessary, to 
take the follot/ing furthe?: steps : ■ ; 

i) The total amount of bank credit available under this 

scheme sh.nuld be raised at least to 5%., .;- of . tee total . 

advance 

ii) There is a co.nsiderable body of opinion that s 
similar scheme sh .uld be operated by other f 
finance age.acies ■ like the the 

cooperative banl^ '. Suitable methods have to be .aevioOi to 
make this possible, ■ 

14.6 MOivirORING O F ADVAI-JCES- TO TH5 PQCia'.TRAlilS SD .SECTOR 

In case the' RBI directives on treating the tiny and 

decentralise ;. idustries as a priority sector 

-Jt v’^'Tl he rrecessary to evelve a s’.’.iuablo mouitO;.- 

ing systaul- ‘it is, therefore, suggested SSas 

tiny and decentralised sector inaustrxes 3-ocatv^_^^i .u.al a.eas 
should be separately monitered as aa xat^gicil poet .)£ h 
general monitoring being done by the RBI. 

14.7 IHFORJ^ION ^STIM ■ 

The information system in the financial ins trtuti^ns 
needs to be vastly int.n.'oved so that the instructi ws xssu^ 
by the head office to branches 

at the b;canch level et\d there is adequate and jBixck feed back 
from the hranches to the head office, 
effective coordination of the efforts of 

Governments,- The devoloLTOcait agencies establiohed by thura 
the finai-icial institutiens .■ 


14.8 HP HD F(K APEX FTHAI - CIAL irSTITUTIG I 

■ ‘ ■ For quite some tirae, it has been felt that the'ce should 
be a separate f inancial i istitution for the tiny ajid decentra- 

c -Ct a,"; ti'iv 1-D3I ate not ca ,ja^''ile ,jf pxvinq 

sufficient attention to these sectors. An Esoert Group under 
the chaitman'ship of Shri W.S. Tambe, Sjcecutive Directoip R.BI 
h'^' recently, submit i:ed its report. This is still under 
examination. It is / hovjever, felt that creation -sf such a 
separate instituion is iiecessary in order to provide appropriate 
f inance and refinance facilities to all. the- institutic-ns engaged 
in financing^ promoting or detf el oping industries in the tiiiy and 
decentralised sector. ’ 

1;5. COIJCLU.SIOlNr . 

It' will be gathered frcCT the foregoi-ig discuss i-n that 
the institutional fina:nce requirements for rural industralisa~ 
tion are gigantic and the present facilities do not caiipare 
favou.'rably with the actual requirements . The situation calls 
for a re~apprais al , of the. present functioning of ipstitutlM.ial 
financing agencies s 9 . that the entire; system is geared to the 
tash.iof providing ' ad eepAate finance fo.r speedy implementation 
of the rural industrialisation programme. This will i volve 
structural institutional aind- attitudnal changes on the, part 
of' the conce.rned agencies and for this spec-dy action is . , 
imperative,' 


SOURCE:- Paper pres e.n ted at the Semiij'-.r on' Ass istance' to 

■ ■ Weaker Sections 'at the Colleg'e of 'Agricultural '' 

BankiVig^. Reserve Bank of India, . Puna 
(November 5-7, 1979).^ v: - ^ 
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The Process of Rural Development 


Presentat ion by 
Dr . A .P . Barnabas 
Professor of Sociology 
Indian Institute of Public Administration 
Neu Delhi 
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I would like to define the process of rural development 
in broad terms. It is an inclusive teri.i that involves the 
setting up of pbjectives, planning, program formulation, 
implementation and evaluation. I would like to look at the 
process in its totality. 

The commitment to rural development has been great, 
but at the same time there has been concern over the fact 
that rural development has not gone on as well as was 
expected. I would like to suggest some reasons as to why 
the rate of change in the rural areas has been slow, r'ly 
hypothesis is simple. There are far too many inconsistencies 
in the process so that it has been difficult’ to achieve 
the desired goals. The need is to look at these 
inconsistencies in all the stages of the process that have , 
been mentioned. ' _ 

The process starts with setting up of objectives. 

Certain objectives have been defined. To what extent are 
these obj ectives compatible? Productivity is one of the 
major objectives in the present planning. ;ne overall^ 
objectives is defined as growth with distributive justice. 
Where is the emphasis going to be - on productivity or is it 
going to be on distributive justice? There is no getting 
away from the fact that there is a conflict in these two 
aspects of the objectives. 

Even in the term community development there is an 
element of inconsistency. Is the emphasis going to be on’ 
community or is it going to be on development? If it is 
community then one is ir’t.erested in harmonious relationships 
having a sense of community. On the' other hand development 
tends to be disharmonious. Develapment would mean a 
certain amount of disloc ■\t ion , disorganization and disruption 
The question that is beint raised is to what extent are 
these objectives compatible. The other objectives that 
have been defined are egalitarian spSiety and self-reliance. 




Do all these objectives put together provide a consistent 
goal touards which one can strive? Without this consistency, 
is it possible to expect a rapid rate of change? 

Even if the objectives were accepted as they are the 
question would arise as tp uhat extent ythey hove been made 
operatio.n3l and whether they are consistent with the said 
objectives. Sel.f-reliance has been indicated as one of the 
objectives. If one looks at the plan- document a question 
will arise as to whether the programme are sijch as to develop 
self-reliance. Quite a’ fee of the programms are such that they 
would only increase the dependency of 'the rural people 
on the government. 

There is a program of integrated rural developmont. In 
the document of the department of rural reconstruction, 
integrated rural development has been listed as a program 
by itself. This .raises the question as to what is meant 
by "integrated*'. One would ass.ume that integrited 
rural development would include the totality of programms 
dealing with the various problems faced by the society 
in rural areas. The question does come up as to whether 
the programs that are being carried on are such as to 
help achieve the objectives. • 

'The next point one can raise is whether :the objectigos 
set are related to the situation in the community and to tho 
rural society. What is the point of view one has with 
regard to community .when one talks about community . 
development. Is it the assumption ;t.hat this is a community 
in' a rural area? 

In the early days Charles Metcalf said that the 
villages are harmonious types of organizations. Marx 
also defines a village as harmonious and almost a commune. 

On the other hand, Oscar 'Lewis sa.id that the villages are 
full of factions. Many of the present studies indicate 
that there is conflict - factions and struggle for power 
in the villages, sphere is stratification which is rigid 
and does not alio* for a sense'of community. To what 
extent are these factors taken into con'sider ation, both. in 
setting up tho objectives and in implementing the program? 

What is being suggested is that the objectives arc often 
set without real understanding of the situition. The 
assumption made in setting up the objectives m^y often be 
inconsistent with social reality. 
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The relationship between rtsources and programs has 
also t'd be considered. The resources, with particular 
reference to rural dBuelopment, are - man, land, animal, 
climate, water. These. hauo to be taken into consideration 
in olanning and in setting up targets. Targets are often 
set which arc usually beyond the available resourpes. Uery 
often land, distribution his been suggested as a way of 
imprjving the economic c mditions of tha rural people. As 
it is, a fairly high percent ige of land that is being 
cultivated is below the marginal level. .Vlso per capita 
land holding' is b'elow the required level. flor eover ,th 0 
questi'gn of the impact on productivity has also to be 
considered , 

The financial resources can also be- .a constraint. About 
;one and a half lakh villagos , have been listed as . problem 
villages with . regard to the a.vailability of drinking water. 
Often promises are made that all: villages, will be provided 
w.ith drinking water i.iithin a year or... so. - If one looks at 
this promise from the available 'resources it is certainly 
inconsistent. In a case study of Rajasthan it was found 
that it .would cost about Rs. 200 crores to provide drinking 
■water to the number of villag.es that were ii'sted as 
”pra.blem. villages'''. The allocation of : budget is Rs. 11 crores 
per year; On this bnsis it will take ne'.rly ?0 year.s to 
provide drinking water to all the villages. 

Further, the av ail'ibility of matpriiils' (pipes, pump 
heads, rigs etc.) have also to be 'taken- into consider ition. 
Even if- the funds wore jvailable the capicity of the 
organization to utilize the funds is limited. There are n± 
enough .personnel and the overall capacity organization is 
limited. One might even raise the question here that 
whether, under the circumstances, giving up the idea of 
deepening existing wells and prtected wells was wise. The 
program seams to be completely disbanded in favour of hand 
pumps. 

The problem that i^ being raised is, that with so 
much inconsistency is it possible to develop the rural people? 
The situation is confusing. Promises are made, aspirations 
are raised but because of the inconsistencies one is not 
able to go too far in achieving the objectives. It also 
seems that there is no consistency in the rural development 
program taken as a whole. 
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In the 'e-jrlier d3ys ''community” development uos 
suggested os the mojor objective in rurol development. Lotor 
ogricultunl development become the progrom in ru'rol 
development. The l/LM (villoge level worker) uis expected 
to spend oil his time for ogricultunl development. And this 
UTS done in the nomo of community development, Todoy 
there' ore m my progroms like SFOA^ MFAL, lADP ond DPAP. 

To uhot' extent is there coordinotion end integntion omong 
these progroms? Esch of those programs has its oun 
org .mizat ional structures, and very often the block 
development offices is not sure exactly uhat his role is. 

Evon in the program itself there seem to be problems. 

Uhat is the approach in planning? It is, by and large, 
a sectoral approach and it does not lead to consistency. 

It is .3 collection of a number of programs, and they are put 
together and defined as a' plan. There can be inconsistencies 
in the different parts of the plan. Often planning at a 
grassroots level is mentioned. Is this really meaningful? 

To uhat extent is there any participation of the village, 
block or district organizations in the planning process? 

It is, by and large, a centralized plan. 

The, implementation process also has its oun drawbacks. 
The Indian administrative structure conforms to the Ueberian 
^jnodel. This model uas developed in a ’laissez-faire condition 
with the major function of maintaining the status quo. 
Consequently innovative behavior is difficult. The system as 
such does not allow for innovation, for such a behavior 
■could be inconsistent with the rest of the bureaucratic 
process. There is often talk of committed bureaucracy. 

The bureaucratic structure and functioning does not allow 
for commitment. Uorking for rural development requires 
enthusiasm and zeal - almost missionary zeal - to help 
people develop. The goals are set, programs are designed, 
but the organization for implementation is not consistent. 

People’s participation and decentralization have been 
considered as means of achieving rural development. 
Decentralization has not been very effective. A large 
number of functions are prescribed for these organizations. 
But the resources provided are far from adequate. There 
has been no real delegation of power to the decentralized 
organizations « panchayati raj institutions. The 
administrative stru€ture is very strong and hence the talk 
about participation is not particularly meaningful in the 
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actual implementation of the program. There is, therefore, 
no compatibility between what is suggested by way of 
people’s participation, decentralization and delegation of 
power* and the actual practice. Only in (Maharashtra and 
Gujarat has there been a better performance of the 
decentralized organizations-. This is because there has been 
greater delegation of power and resources to the zila 
parlshads. 

The Gouernment of India has initiated so many programs 
that for proper implementation there would need to be 
extensive intervention by the government. The other 
possibilities are limited intervention or a laissez-faire 
approach-. The present' policy tends to be limited intervention 
Such' an approach is not likely to achieve the goals as the 
programs are such that only the government machinety, can 
implement them, i.There is, therefore, inconsistency in terms 
of the extent of int larvcnt ion that is required "and what 
actually occurs. 

There is . ambivalence regarding the content of 
'fcentralizatiQn and decontralizat ion . Planning calls- for a 
ceijtr alized approach. On the qther hand there is an 
■emotional commitment to decentralization. The problems of 
decentralization have already .been discussed. 

■Even with regird to technology there is confusion. 

On the one hand there is ta'lk about intermediate or 
appropriate technoligy. On the other hand the 'experiment 
in Karimnsgar used extremely sophisticated technology. 

This has been hold up sometimes as a model. There seoms 
to be confusion as to the type o,f technology that should be 
introduced in the process of rural development. There is a 
There is a need for hard decision as to what .technology 
should be used for increasing production and improving the 
, q'uality of life of people in, the rural areas. 

Uhy is it that there is ambivalence and inconsistency 
in the approach? Probably because the cost of consistency 
is quite high. The Gandhian appr.iach to rural developmen't 
is' probably one of the most consistent. However, it 
starts with the assumption of limitSjd wants. The idea 
of austerity is crucial to the Gandhian concept of rural 
development. The, idea of the village republic, where the 
village people themselves., cpuld ■ solve their ' problems and 
provide for their needs ,» is ’ based ' on the' assumption of 
limited wants. The Indian- Government has not accepted the 




Gandhiin model in its totality. Lip seruice miy be piid to 
bos'.c oducotion. At best uhot is done^ is to introduee 
lessons in crofts. The whole concept of bosic educotion 
ond philosophy is very different. While one cannot object 
to the initiation of ontodoyo program yet hou does one 
reconcile it with the concept of soruodoyo.' Hence, while 
reference is mode to the Gondhion ideas and a few elcmshts 
of his program ore introduced in the rural developmsnt , 
yet they cannot be meaningful bccausB the GandhiTn approach 
has to be seen in totality, floreov/er, unless the workers 
arc committed to the' G andhian philosoph y the approach 
cannot be meaningful. 

OrK the one hand, while the Gandhian aaoroach 
taken in its totality is consistent, on the other, one can 
also say th it the I'larxian approach is also consistent. The 
cost is high again. If one were to take it to its logical 
conclusion, one would have to accept revolution as a , 
possibility. Without a revolution the alienation, between 
the owner's of the means of production and the workers is 
difficult to overcome. ■ 

The Indian village service, which was directed by ■ 
Dr. U.H. Wiser, felt that the approach should be to. help 
people develop so that they could solve their own problems. 
The function of the workers , in the village was to enable 
Villagers to help themselves. To accomplish this well 
educated people were appointed, but., only for a period of 
three to four years. The idea was that the worker helping 
the people to solve their problems , shou Id work himself 
out of the job within that time. Being consistent requires 
hard decisions as well as commitment. Without such an 
approach .it would be difficult to bring about development 
of the rural people. 

Our evaluation process is also problematic. For 
example, the banks evaluate their performance on the basis 
of the extent of recovery of loans. This wou.ld seem to be 
inconsistent with rural development as the recovery of 
loans does not necessarily moan rural development. .The 
program evaluation organization also evaluates only the 
intermediate goils.but not the ultimate objectives. They 
study the number of people who have accepted high .yielding 
varieties of seeds. Such an approach does not .enable one 
to see whether there is any progress towards, the , ultimate 
goals of rural development -'"people solving their own 
problems, becoming self-reliant ■ ' ' ■' . ' 
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There seems to be inconsistency in all sub-processes 

uho h^ve tho mums to invutob, u u onimf-rv^ The 

in turnl ‘?P"’“i;‘ ! ’"aisefthe qSKtion aa to uhathor 

vary funotxonol. Thia ^tsea tho qo ^nnalatont. la 

?roToreq^:^?a*?ore ora^^ayeiopxnq aocie^ 

to participatory democracy is another qubSti...n. 

Without consistency is it possible ^^^nroor ams^*^° 
honpfits arc qoinq to the people for uhom the programs 
benef^s are ' Gunnar nyrdal raises the 

hawe been p an ^ ^ about a « soft country and a hard 

Sorn^iy" con a Lft country be conaistant in its approach 
to the developing process? 






Recovery of loans and overdi»s 
- %3er vision, ironitoring and 
fellow- up of credit provided for 
agicui, tm e 



Co-operative credit struerfcure has sade iEpressive 
strides over the last two decades since the publication of 
the All India Rural Credit Survey Conanittoe Report in 1954» 

The short-term and redium- tern agricultural loans advanced 
by co-operatives increased from Rs, 49, 63 crores during 1956-56 
to Rs,1211,07 crores dur-ing 1976-77, Tba outstendings under 
tte investment .credit provided by the' land developnont 
banking 'structure increased from:Rs,23,59 crores to 
Rs-.1193,34 or oros during the sano period. In terns of the 
Rural Debt and lEnrestnent: Surveys' conducted by fesorvo.Bank 
the proportion of agrioul tur^ credit provided by the co- 
operative credit struc'^ro to the .total rural indebtedness 
steeply increased from 3*7% in 1951-2 to 11,4% in 1961-2 
and further to 22% in 1971-2 *■ This preportion is estioatc-d 
to have reuctod 40% by the end 1976-7, The progress of 
co-qjerative. credit, though, inpreasive in itself, . howover, 
filed to feoi) pace wiiii the over expanding do nan ds for 
dgricuitfirQL c^bdii: ^norated by 1fc.c nassivo 'programs of 
agr.’cuLtursl production talten ip during tbo svccessivs 
Eive leaf PlAns, , T ho nalti-agsncy approach was, therefore, 
required tb bo -adopted by inducting coimorcial banks/, 
regional rural banks for dispensing agriciilturEil- credit 
uud bi'inging up the credit gaps, A nunbor of factors 
led to the. pq-terdation in th© gJ^owth of co-qporative, credit' 
such as- stfuctural :dqfqGts, :lteanciti woaIcnesse3, ' nano- 
goricl ineffocien'etes, otci, but tlao singL© major /actor 
largely fosponsiblQ for tto . session of the omopoly enjoyed 
by co-operatibds for over 60 yqara as the solo pureoyors 
of agricultursl credit, wqs th© over-growing incidence of 
pyerduos, ''' 



By Siri V.P. mhotra. Chief Officer,- 
Agricultural Crodit,.Peportnont 
' Eesefve Bank of India* 

■ Sources Paper presented at’tshe Seminar cti 
Loan Assistance to Weaker Sections 
(Noveiiber 5- 7, 1979) conducted at the 
Collegs of Agricultural. Banking, 
Repe?^ Bank of liidip. Poena, 
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2, Orordues inhibit the growth of institutional cr.-=;dit .fpr 
agriculture not only frori co-opera tl'ves but even from otiBr 

ag ncies such as conmerc^-' banks, region^ rural banfe , 
Govomnent in C3.nil'cia ways(, It is ^. accepted prmcii>le , 
of sound banking that default rs should not be provl<ted fresh 
finance hot only by tte co-operative orodit structure i.a, 14ie 
10 wnisii hu defaultod but'also by the 
othor credit agencies, ahus, all tho defaulters, and even ■ 
their suroties, becouB indLigibLe for fresh fteance from^ 
any institutional a^hey* Similarly, the incidencse of high ■. 
dverduos cotplod with weak rosourco base of the societies 
leads to percolation of the ovordues to tho central co- 
oper® ivo banks theifeby weakening the financial position 
of both the societies and the banks rendering them iaeligiTiLe 
for credit limits from Besorvo Bank of India. Wien sociotlGs 
cjease to functicrfi as effective .channals of credit even the 
debfefres nsmbers are starved of production finance thereby , ,, 

affecting the agricultural production programmos.^ ,v : ' ' ■' . 

Rising trend 

3. Tho overdues, which weaken the co-operativo credit 

strudarre and inhibit the flow of credit have, however, 
been progressiveSLy rising year after year,- at all levels cf ' 
the co-operative credit structure as ®ay bo seqi fron the 
following particulars:' ’ ^ . : 


FAGS ■■ ; 

1960-61: 

1970-71 , 

1976-77 

giort-term and mediuijirtdpm 

?02i75 

577,82 

1230,65 

agricultural loans advanced' 


. / ' ' ' ' i 


Ov cduos 

44*30 

■-d22;''36"'; ''; 

.r ■„ ■ ... 

682,82 

% of overdues '‘b "demand 

20^ 

395^' 

. ' ms 

Mm 


• 


Loans outstanding 

24*66 

448*27 

666,27 

Overdues 

0,64 

17* 4 7 

,■ ■■ 

51.68 

% c£ overdues to demand 

3^ 

30^ 

38^ 


( » poroenfaie to outstandings) 
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The above data reveal that ' hiie the loans ad' .need by tbe 
pririiary agricmtural ui-od it societies increased 6 tines during 
the period 1960-“61 to 1976-77, tie overdues rose by more than 
ti'-en. The ‘Long-term 1 oans outstanding increased by 27 
‘oiiaes wnex'eus overdue^ nave increased by nearly 80 times. 



4, Tin largo-scalQ oxpansiai of co-operative credit in the 

last 2'2 decados tos been the result of adoption of the 
progressive policies, the most irportant amosg thorn being 
tho production-orion'tod system of lending for agirulcutro. 

Under this system, credit is provided, not uith rt feronco to' 
tho Value of security but for sustaining a productivo effort 
which is 63^)0 ct d to gensrat. tho roquisltc repaying capacity 
for 1 iquida ting the institutional finance. Thus, loans for 
■'seasonal agriculturaL operations or for invostnent inland 
are issued for tho purpose of stepoing up tbe farm output. 

The application of inputs in land v/ith tho help of credit 
beings about increased oulput on tie borrower’s piece of 
land and it is from tte v^alue of this incremental ou'tput 
that the bo.rrower is expected to ne t his l.oan liability. 

The agricultural loans are therefore eapected to be self- 
liquidoting in nature. 



5, Ths institutional agencies no doubt obtain tangible 

secuirity in tho .form of diar^ on lond or oven E»rta^ge 
of Tand In ‘the case of investnent credit but for abvious 
rei ons a. er.cit r g-xey cciU resort to sa.lo of asscits m-rt- 
gagod to itor otlcrwise Isopt as security, for recovery of 
its dues only i .. oxooptionaL cases, ■J’ur'iher, in view of the 
a’f'tics In tlo ccU-’lsitior./auct ion of land, 
time consuming procodures involved, etc, rcpaymont c£ crodit 
has "to bo o3poct-.d out of the anticipated produce which, 
for all practicxjl purposas, constitutes tho primary so cur i'ty 
for tho landing ag ncy. So long as credit is utUisod for 
the purpo^s of agricuLtural c^erotiens or for in-vestments in 
land,, for which it was intended, an has, in fact, led to 
anticipated crop yields, tl^ borita^er shoiild orSnarily^e 
in a positicn to repay, in time, the dues to the credit 
agency* However, on account of the illi'terocy amongst Ifao 
agriodlferists coupled with their abject pover% and large 
propensity to spon disproportiona'tely on imESdiafe ■ ' . 

coasumption needs, infrastructural inadquacios, and several 
otter factors, it has'. bocomo necessary for the credit agency 
to undertake eSLose fcOLlow-ip of credit and ensirre its end- 
use and recovery. This ..'inplios iatiiaafe toowledge of and ,, 
o’ ose contact with tte borrowers md c-onstant supervision 




Over their farn operations right from preparation of the 
larnpi^s, tilling and sowing of land, application of 
rec, IS ate inputs , ■ laa^^ pro'Cf.. is in g wherever 

dLmiaa-tely recovery of crait. Agriculture, 
creait, to be e ective, has to be a hif'ily sipervised form of 


Production credit- ,, ; 

Scales of f inancfi 

tte loan system are that 

^JH'^unt of loan provided to the cultivator shotiLd be 
adequaiB to met all his production needs, disbursed in 
■lEe and_as far as possible in the form of inpu ts and 
recovered imaediatoly after the mrketing season of crops 
Jto I^ortant aspect of tho crop loan system is tee 

® tho basis of scales of finance filed, 
crop-wise, on a per acrodhsis, in the field workers* 
conforonce ev ry year„ Vary often tteso scales are either 
00 high^or too low and dro far from real is tic. . When they 
a.u basQu^cn the op timal doses of different i outs which ^ ' 

tend to be on a too high side. If the cirL tiva tors are not 
accustomed to the use of such large doee^of li^s ^d Lphisti 
cated c^chnoiogy of cfitivation which follows them! there if 
a danger of overf inane ing„ Ob.e excess loan amoS Sw 
di^rted for non-prcductlTO purposes, does not ^IrSTIw 

' therefore, bo cones diffiSEt to 
f otner hand, the scales of finance are son©- ‘ 
not strictly with roferenc© to the cost of 

re^"^nc^°to^tL^f d^ses of Inputs, but with 

-t; t f If : osition of th3 cei ;ral co-operg- ''' 

;n -che district and its abaity to ' 
tpflf ® 'Scales of , finance, detemibed on this basis, 

. e con s.naer ably low in cases where the central co*« 

inadequate to 

^tl?orrowers are, thereforo, ‘ 
^recourse to the money-lenders who lend at 
^hoAitant rates of interest and other stralngont teifas. 
such borrowings^firom different sources are often beyond 

to^gi^J'°oriSit?foS^^^ cuitiyators are also inclined . 
b!rvSnS?ff ciear^g »3ff..such non- institutional 

1 oJnf f ® intorost and offer 

lower priority to ^e ^spaymont of co-eporative loans which ' 
are likely % remain, b void us., ' w^a,.wnicn 

disburseoant of loans is as ieportant, ..if not 
. ^ ® ■ sdeqUacy, of credit. Various Seasonal agricui- 

turaL cporations bam a rigid time schedule, fis^d with 
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reference to the onset of thg rains and other ciimtic 
cone, .tions, . Credit ago ' ey LiS, therefore, to strictly 
adhere to the schedule cf preparation of normal credit limit 
statements, thei scrutiny, sanction and disbursement in tiiB 

art ..beat 'iho availability of all required 
inputs- of right quality, , for requisite quantities at 
reasonable prices and at right tiriE and ensure about the.' 
existenoG- and proper functioning of' all tho, infrastructural 
arrangements- for toexE storage and distribution, ^ Delay in 
the disburse rent of institutional credit iray, therefore, 
force the borrowor into tho ctltchPs of money lenders if ho 
has to conplo to his cp orations on timo. Credit provided, 
out ofseason, by institutional agencies would be diverted 
for other cons unption purposes for. which tte borrowers 
generally have an inexhaustible propensity and eventually 
end' up as overdue s. u' 




8, While Sanctioning loans .to uenbers it is necessary to 

verify from the land registers maintained by the societies, 
and the village records that fictitious/ghost acreages are 
not include.d by -the borroifers in ..tk^ir normal credit limit 
statements. Similarly care has to be token that two or more 
menbers are not applying for iban against the same piece, 
of land; Societies-ean ^ so chock up whether the iBiiibers 
applying for loans for irrigated crops are actually having the 
necessary. .irrigaticn. fa cilitiGs, ,.’ 



9, Equally iiqjOi iiant is tte need to veryfy th^^^ 
amounts disburse'''’ by the credit agency h“v actually reached 
the bcrr-'T.’OT' in -fui.!. Wi51c the credit a^ncies .shoald 
adop u a locjL-prcof procedure for disbursement, of the cash 
conponent, such as disbursement by cheque, the dose super- 
vision over disbursera-nt is equally essential, Verification 
should not and with mro cheek over-^tho documents such as 
disbursement.. statemisn to, sighatures/t unb ispressions of 
the ■'bca'rowQrs,. etc. The supervisors have to contact a few 

.borrowers and personally onsare that the loan amounts have 
jactuiiLly reached- them'in fULl* Ctoo cannot ospect repoynent 
; of a loan unless it tas reached’ the borrower in the first ■ 

' instance, 

10, 31© system also envisages disbursement of loans for 
inputs such as seeds, fortlllsersj posticidos, etc, being 
supplied in ‘kind*, fbilure to di^urso loans in *Idnd* may 
lead to their diversioi for othor purposes ratoor toiSi 
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purchaso of irEpuf.Sj .thus irosottlng tho ebtireplan of : 
cul’' Ivation, ou'GDUij and rep' ■’■iaig capacity, Tb recovery 
prcuv-^.... cte cf v.cV .4.oa-i3’'arG ^norally 'bleak* ; 

Verl f ic a i5;o n o f . jops ■>/ 

llo Since p'roducticiQ; loans aro givon with roferena to 

acreage under various crops ^ an inportant.aspoct of 4ho 
credit s‘ipervision is to, onsuro that •&io '"borrower has adopted 
tho sauB cropping pattern as indicated in his, nbrni^ crodit , 
limit state r/cut and acroagos under various crops conform to 
the .crop loans disbursed to him. ■ Such vorificaticn is. : . ’ 

necessary' to curb the tendon cy c?a the part of the borrowers to 
show teflatod acroagos under cash crops carrying highor, , 
scales of financOy availing of larger financo than thoir 
ol igibilite’' on tho basis of thoir actual crofSping pattom 
and utilising it for consunpticn purposose^ 

Linking of crodit with marketing , , 

12»- ' ■ Forging an effective link between credit and marteting, 

is an integral, though vii'tually neglect: d, aspect of the 
crop loan sys.temj. as recovery of credit has to bo made, 
through 'the sale proceeds of the crops. In caso-s where 
producticn crops, it is thp duty of the credit agency to get 
possession of the crops as sooa as they are harvested, give 
produce loans to the mo niber to. enable him to mort his 
iimaediate cash needs and help the .-borrcv^er in marfeting the 
produce preferably? through marketing co-opera tivos with a 
view to recovering the production loans.-, from the" sale pro ceed,s<, 

Even in ouher cases, irrespective of tho nature of so curl ty obtapisd 
for rop loans, this precpdi. o has to-be adopt.-d in all cases -if ■ 
loan-s are to be recovered through sale of crops. Relative neglect 
of co-q^erativo irketing .and failUBS- to build an organic link 

■ •f. fix’- 5’’^ C*" I*’'.*': . n vLj 1 'ixi' *trlx)‘ 

adoption of supervised craiit, leading to high incidonoo of overdue s. 


Investment' cibdit -..Credit 



13 0 Unless ijrepor procedures airo evolved; for , sane ticn of'' 
investment crodit and adognato supervision exercised over 
its oTid-iisG,, _th.-s'o due-s aX^-.likoly to bocone Irro cover able, , ■ 

The sancticra of loans for investmonts in land should invari- 
ably be pro coded by an assossraont of the technical foasibillty 
and economic viability of . the proposeO. and only such. proposals ' '■ 
which strictly con'fbrm to, these tests should roooivd.-lnstir, !- ' 

tutional cEredit s tipper t* ' for ips tehee, the prepoSsis -for . 


- 7 



mnor irrigaticin such as sinking of wells, tubewells, 
installation of pugpsets shciild be adequately supported by 
nece ssary groi'adwa tar ucteneial; horse power oi a punpset : 
related to the depth of the water table and acrsagt=^s it is 
e^^ected to irr:‘ ,^ate, installation of electric pui^sets 

'■■y of: ":v 2 Dsary poworl-neS; etc. The . 

investment for tractor, power tiller and such oth r agricifl.- 
tural machinery is often undertaten as a matter of status 
synbol and is not necessarily supported by adequate acreage 
under cuLtivatioa of the borrower or at least potential 
demand for hiring the tractor, thus making the investmont 
infract ibus and repayment of tie loan doubtful. 

14« My 3aaiiipulati^3i of accessories in a cor:posite loan 

proporai loads to . either under-financing or oover-financing 
both loading to ovordues, IKLoss tho horse power, make, 

^ quality otep are given duo attention thore would bo froqiBnt 
! breakdowns and repairs endangering the production programitB 
; and rendoring tho maintenance of the asset unoconomic. 

Debits inplomentation of the production oriented system, 
quantum of loans are often confined to the valje of the 
security rather than the incremental v’aiue of output an 
asset is expected to generate,, leading to undor-f inane in g and 
compelling the borrower to borrow from other agencies. It has 
also to be ensured whether the asset would generate the 
necessary incromontd. valuo to liquidate both the princ%}al 
amount and iutorost thereon well, within the useful life cf 
tho asset. 

Supervision ov;r disburse gent 

15, Effecti^'^ procqdur s .and adequate sup rvision over 

’ didjursement of is very necessary fer ensuring premier, 

utilisation of credit. Loans disbursed in cash terd to be 
m.bsutii .ised. Loans for -irr.i cultural machinery etc. should, 

' TQnerej-ore, oa aisbursea only no .the suppliers directly and 
in the case of land inprevement propo'sals to the contractors, 
undertaking the work. Thor- is also need for seasonality 
in disbursement. Disbursement far digging of wells in rainy 
season when investment is inpossibie may load to misutilisation. 
Loans for digging of wells' etc, are to be given only in 
instaliiEnts and subsequent instaioments released only after 
proper verification of utilisation of the earlier instalments. 

Follow- UP of credit 

16. Tba follow-ip of the invosiaont credit is. often 
neglect. 4, . The credit agency has to ensure that the 
borrower . has actually fwitched ©vor- to the improved 
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crqjping pattsEi for utaising the investBsut to the 

is nece ssary because reoc'-ery of 

ttooiB aoorumg to the borj«r after use of the Imest- 
. 7^ utexu, effective supervision over tfe 

more iiprrtan’cao 


^ iS 




£.SQ§l-S.uoery isia n • ; ^ ^ " 

17o _ _ It has since been accepted by all concerned that 

super ivisira and foilow^tp of credit be appropriately left 
to the^credi;, agbncias' rathpr than to /fee dopartrBntal : ■ 

authoriuioc, Howov’-or, it is often assuiaed that tte 
supervision is tho exdlusiTO responsibility of the central ’ 
co-cperunive Dank and tho vital roio assigned to tho 
village lOVGi societies therein is lost sight of. The 

f disbursal such as verifi- 

1 individual borrower, cropping 

pfeper disbursement of loan at tt©^ 
v.llag>j lo/ol are matters requiring intimate loaowlod® of 
tho_bo3^.owor and _ dose _ contact with him on day-to-dafbSis ' 
virtually iupossibie for an isdated s^jorvisor of 
^nt-ral banK iiachargo of, as mahy as 10 societies to verify 
these. uoiads in respect of thousands of borrowers, Hie 

managomisnt of socletlos have an, 

«•, ^ oirorcising mtual stpervision over each other . 

are eupoctod to fiafii it if the proper funefcioning 
of tno (codit structure is to bo ensured, ‘ ^ 

£S^a3_p,erspg^tve« ^ 

i8o Si^orvisiai am xoilow-tp of credit shodd not be 
con f mod merely ',o the end- use and. rocovc:"*?y of creid.it 

al tovnctlTro , uses has to br. chtOnnelised 
1 ^ i:i«xuiaaing^one productivity of the various sectors of 

therefore, be pertinent to eisamine 
^oroase m agricultural ciedit-proi action as, well as 
investont - has in tact led to Increase in overall agriculturaL 
producWover a period of time, aft.-r making dUowan^o For 
soa.->cnal fluctuaticns duo to natural calamities, etc, 

Supiirv^asl 

19o _ ■'Supervision and foilow~tto of credit Is no doubt 

pfoduction-oriented s;^m. of londin'g ' ' 
but ..Axs in Itgbif may not necessarily bring over effective 
recovery credit, itecovt^ry of ogricdtural dues is subject 
to several ofeer* ^actors such as incidence of natural cala- 
mitiosj politicalisation of, co-c^ratives, government ol 

loading to creation or ’.otherwise of necossarv di- 
Mte for recovery, etc. Quo cannot also belittle tho 
ij^ortanco of the basic factor viz, the charaefer of the borrowers 
themselves who quite often wilfully default in the repaymnnf 
their agricultural dues, oa. 


Role of District Industries Centres 
in rural industrial development- 
Assistance for e,--'tabllshing tiny 
sector and - rural artisans activities 


Rural industrial development has been given a special 
priority in the Government's industrial policy announced 
in December, 1®77 and in the draft Five Year Plan 1978-83, 
This emphasis primarily the draft from the nep'd to increase 
non^ agricultural emplo^mTont opoortunitios in the rural 
areas- As the current plan has notsd, v;hile there has been 
a fairly ri3pid growth in the non— agricul/bi ral sectors in the 
last 25 years of planned dev'el.ooment , there has boon nc- 
notice^le impact on the distribution of the ■oorl-; force.. 

The share of mining and manufacturing had renained. arrund 
9-10% and the share of tertiary s'lctors around 16—13%, for 
the last several decades. Thus, the groivth of those: sectors 
has not resulted in the absorption of an increased jorop''-’- 
rtic n of the labour force. The annual average increase' 
in the number of persons employed in the small— seed. c' indu— 
trial sector (com]o rising both registered and i,in.regi stored 
units) was of the order of around Q . 5 mill ion during the 
last few years. As against this, in the pi an p ^riod 
1978-83 it is proposed to create additi'-nal omolofTaent 
opportunities in the decentralised ssgirient alone of the 
small-scale sector (l.e, village and cottage industries” 
almost invariably using manual production techni^-iujc v.dth 
veri’ little use of machanical enemgy) to the extent of 10 
million persons, 'Tinyi*. modern small— scale industries 
(involvin' investment in plan-'- and machinf ry to ti'^o extent 
©f Rs, 1 la>;h) ar<'5 also proposed to be set up in .rural and 
somi-urtaan areas ( in towns and villag^.^s with population 
of le.ss than 50,000) and nrovide emr,-)lo;imient for a farther 
1-1.5 million persons. In those five years, the eiviplcyment 
in, such activities is expected to increase from around 
12 million in 1977-78 tq around .?4 million in .1982—83, 
i.e. a doubling of th-'-' employment oonortunities. These 
figures ^are in:^icators of the magniti.ido of thee f fort 
being ,:„et temp ted , ■ v u / 
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2* One ef tht 2 nc*j' ir' ■ taken--. to :"'.rrplem-. 'nt the 

new policy i.s the S''''ttinq im nf District Inchist. rives 
Cf- ntres (digs) to covor all th^^: districts of th . c nntry 
j.ii c; i-Miascid manner no provide all the rooniremants of 
small and village industries. 



3. The DIG ’wroqrarnmo has bo- on formule.tr'd so ^s' to on sure 
promotion of small and villane and c-ottcoic- induslTics 

and to p.rnvide all ser'v^'ices and suTV)~ri'. -'“o th 'd vcehtra- . 
liso'dindnstrial sector nnd.'^r a sinal''. v~ < f . at ore— 
inve stment, investment and post— inv ^strfiont st.:i-ges» The .. 

DIGS are* also ‘’XTaected t^ undertalct-; ';c .■n^-mic inv-estigation 
o f the potenti al for development o- t.h^ . cis trict,, inc.l Tid- 
ing its resources, raw m-ate rials, suorpiy of machine .ip," and 
eouipiment, effective arranrternents for credit facilities, 
marketing and quality o-'P-tr'il,- rosearch extension and 
enterjireneurial training. Each DIG is t- be manned by a 
General Manager Assisted by seven Functicnal Managers -to 
lorovide assistance in disciplines, such es, -•TGon-orrr'e 
investigation, machinery and oguiomant research, vxtonsion 
and training, raw mate rials, credit, marketing end 
cottage industries. The Manager (Cr-idit) is ’-rViced by 
the lead bank of the district and huw'uld maintain a 
close liaison be feveen banking net-work ^end the DIGs* 

The entire programme which was launched* in May 1978 
-is under the administrative c introl f the. State Di ixoctrr 
of Industries and monitored by the Divolcpment Commissioner 
C Small-scale Industries) ,/ DC( S.Sl)-__/ at the national 
level. . i . I 

4. With the prinviry objoctive of making the DiCs es thg 

'*’7 c t,hn -p C'g‘’.7. ''c.oc 

industries at the dist.rict Idvel and assisting the entre- 
preneurs' under one roof, the neod for prop.or linkage with 
various developmental agoncies/insti ta.i tions at Central ancS 
State-levels was realised- The nati'mal <'■- rganisations like- - 
Khadi-Sc Village, Industries Commi.ssion, Handloim Board,, 
Handicrafts, Boards, etc., are extens iv-. vly involv.jd in the 
irrcgramme of effecting decentralised industrial sector. 
Instructions have been issued th'at’'whdrcVGr th.ise orqani- 
satio-ns have their own .sr-i- 'ci fic nrogr-emmes, there should 
be a close meshing of the DIGs i./ith such p rogruYtngs .so 
■that there is no duplicati'-'n of e.ff->rt. DID s' '‘arc ,...7q-;ccted 
tr supplement their eff-)rts hy initiating similar roaramme 
in’dther areas. DIGs are also baaing utilised for dovolrping 
STritable linkages of the programmes f Khadi f, Vii.l^ge 
Industries Commission for various village industries v;ith 
ins tiittutions like ?3mall Indtistries Davolopment Orgenise- 
tirn (SIDO) in ensuring expeditious oravision af assistance. 
The implementation of various special amp'loimnent oriented 
programmes launched by the Commissi '^n at the district or 
sub-district levels is linked with DIGs. . With a vi.;w to 
having clcTse co-ordination with DIGs, the .All India 
Handicrafts Board has issued instruct! "’ns to field. 
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institu'*' ions to utilise DIG nachinery as aT so to ac’vise 
DTCs I'ogarrling introduction of hanii—oraft-oriented 
r rogrammes/ wherever these have not been introduced by 
them so far bv ■nro/ldina credit facilities to - hanricraft 
. b^ccicui 'plans are nr -parad by the DI.Cs tor 
implementation of the industrial oromotional offorts in 
s systemetic manner. These plans are to concentrate, on 
demands/ skills and avail.able resources of the district 
concerned and also to provide details of u rogrorfliie block- 
wise and bring out financial/ employment and ’'reduction 
T'Otentials separately for artisans-based activities, tiny 
and small-scale units. These ■■jould also provide estimstes 
of the , cfu antur.i o f different innuts regeired an"' the 
organlsationai support needed therefore from various 
concerned institutions such as commercial banks/ SFCS/ 

State Indus trial Developjment Comoraticn/ etc, ■ , ■ 

5 , In order to have linkage of Small In dustim:’ Development 
Organisation (siD 0 ) v 7 ith‘pICS/ a Task Force v/as constituted 
by 'the DCCSSI). Based on its rec irarnendatirms/ SlDC staff 

is being decentralised' and posted in groups at varioiis .. , 
locations on the SIDO field set uo or at the D'i.vlsional " 

-Hf adguarters of the state so as to ensure effective linkage 
of Sino with DIGS. Besides, various SIDC> officers have 
been nominated to. specifically look after each f the DIGS. 

In order to inter— face the DIG progremrrie with Intngreted : 
Rural Development Programme (JRDP) of. the Ministry of 
Agriculture, instructions have bean issued t-> the." state 
Governments* to draw a detailed programme of inter— action 
between the DIGS and the Ru.val' Development Blodcs, Guide- 
lines have also been Issued for assistance to artisans 
under the IRDP which, into alia, envisage that assistance 
+ r " t: i 'Vi family as ~ unit would, be eveilablo for 

purchase of tool.s and equipment, provision of workshop and 
margin money, raising working, cajaital, subj ect to a limit 
of te, 1500/-. pi'^r family by way of subsidy but of the IRD 
funds, etc, ' ■. 

6 . The need for providing marketing assistance tr; ^all 
and cottage industrial units for ensuring th2ir successful 
operation has also boon reco.snised over a period, of time. 

One of the steps taken in this direction is astablishment 
o,f Trade Centres at the State .level and p rovi sion-- . o f 
mini-trade centres at the DIG. level. Another stop taken 
pertains to the formulation of a’ scheme establishment 

of rural marketing and service centres and aranging 
(their operation through close co-ordination with DIG SET, 
up. Under the integrated. Rural D.welopment Pragr^e, a.* , 

P rivision has been made for the activities p rovi ding, ■ ■ ■ 

marketing and servicing assistance to, .the riiral artisans. 



The SIDO field set-xjp has also been , geered. ’n for ' 
extendi, .g rnarketing intelligence to the DlCs f.-er disse;-^ 
minatinn to the units in thedecentralised ininstrial ■ 
sector. Rural mar’ceting and service centres are being 
‘.O' pi- basis in a few blocks^ after having 

made a survey of their reaui-rements c f c3if fe rent tidies 
of incustries/artisans» the facilities elreaiy available 
at, various points through different organisations, and 
having identified the, gaps reauirad to be filled in. 

The State Governments have been reviewing the:*. r policies 
in regard to provision of additional marketing facilities 
t* smhll and cottage units. Since every district in the 
country will ultimately be covered by a DTC, the DIG will 
be the focal point of linkage betv/een the-' IRD: blcicks end 
the various developmental agencies in the decentralised 
sector. it has been stressed on the Qrvernraents concerned 
that with the setting up o f Dies, the eimphasis on the 
implementation of RIP and RAP programmes for the benefit 
of. rural areas should be further strengthened. 

7. Such 'a large programme of rural ind\istrial cGve;lop— 
ment can not, however, be attempt ;d without a’^cuate- 
avail ability of cr'vlit from institutional sou.rcGs. A 
Working Group v;as thereafter set up by the G:)VGrnrnent of 
India in 1978 for evolving spnciftc measures for .exr ending 
bank credit to ■ small— scale and cottage industries., 
artisans, etc. With special reference to DICs* It noted 
that although there has been considerable increase in 

the flow of institutional finance to the small scale 
sector, the oreintation his been mainly been, a-.' far as term 
lending institutions an...l commer'cial bamks ar"j concerned, ■■ 
to the modern sma''! scale Indus t rial uni-'"s in the urban 
and sem i--u ’"b an areas an^ in the case of co-operatlves , 
principally towards the handloom industry. Having, regard 
to the nev! industrial policy, the Grou];'-, therefore, made 
its recommendations for ehannellising ins ti'tirtional 
credit on an increasing scale to the *tiny‘ modem small- 
scale industries and the village household industries 
which are planned to be developed in the rural •"■.reas. 

:I.t has recognised ..that the large '3Ttployment potential 
can be realised only if several o rganisationa, mciiiagerial , 
financial, technical and marketing problems of this 
sector are resolved in an integrated manner. - The . - 
recommendations of the Group have been accented by . ■ 

Government. 

8. ■ Pursuant to its reccmBiendations, detailed ins truct— 

ions/guidelines to commercial banks were .issuo.d by. the 
Reserve Bank in, .December 19 7 8'. _ These guidelines m.ainly, ' . 

3 ;'elate to grant of composite term loans up to Rs, 25,,.000 

tC' individual artisan or a village or cottage 
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inrjustrial unit for ecfiaipment finance or ^/orking cepitel 
or both, with rep epment period of 7 to 10 years or even 
oi-:h inltl-l inoratorir^rri o oriod r f 12 to 13, 
months for interest andp rinciv'al, non-:' nsistence con 
margin, collateral security/guarantee and stiouj. ctif'n of 
meximum rate of interest at 9 /% in backward distx'icts 
and 11% in other areas. Tn re^iard to institu. ''':ionel 
finance forth er' tiny ‘ sector, a maximum ceiling of 12h% 
has been prescribed for working caoite.! limits u^atoo 
Rs. 1 lakh (13J^% for mall banks). In rcsrect of Icons O'nd 
advances to both these sectors, banks have been advised 
not to charge pencil interest. They have also been 
advised to ensure that all proposals upto Ps. 1 IrOcb are 
disposed of within a perir,irl of 30 days from tho date of 
receipt of the application. Necessary foil m/v?- up action 
in regard to other imjiortant recommendations,, sudh as, 
extension of refinance under the In.'^.ustri al DeV'Slopmient 
Bank of India Axatomatic Refinance Scheme, enhancement 
cf -guarantee cover in respect of loans to village and 
cc-'ttage industries upto 90% and automatic payment of 
claims upto Rs. 25,000/- has also becan tdaken. 

9. ' Since- the objective of setting up of the -DICs is 

to decentralise the decision-making jrjrocessas at the 
district level specially in reljard to the ‘tiny' sector, 
the RBI guidelines, inter alia, envisage that the 
decisions in respect of these advances shoiild also be 
at the d-‘. strict level at least mto Rs. 25,000/- and that 
all bran>-.h' managers bxr.ks should be vested v;ith 
discertaionary powers to sanction proposals irpto that 
limit. In respect of advances above Rs, 25,000/- and tip to 
Ill .rdor to ensure th-^t the appraisal at both 
the Die and the credit institution is tesken uo simul- 
taneo'suly, the DIG would forvard a copy each of the 
^plication (including the intervi'^tj' form n’-'iscrlbed by 
the Puri Committee) to the bank and to SFC (whore • ■ 

necessary). Further, the Manager (Credit) will also have 
discussions with the branch manager of the b-ank and the 
SFC concerned, where possible, during the aooraisal 
stage so that their points also c-an be taken Ccire.of at 
the time of first -^ipraisal itself. The DIC, while 
forwarding the afipraisal will mak 2 avei.labl9 the inputs 
of the different functional manaq-^rs, like Raw Material, 
Technical and Marketing and not m-9re3.y that of the Manager 
(Credit) '"so as to avoid the necessity of th ? bank ■ 
referring j 3 t to SISI or technical consultancy organisation 
or any outside consultants. The, credit institutions hdiR’e ■ 
also been adxrised that^ if any proposal - is found to be 
not acceptable by them, it shm-ild be- returned to'-- the 
DICs with specific re-asons for non-acceptance so that the 


DICs wou].d then be exrHactecI to recti the iefocts or 
o'efiGien ies so as to nabe it eligible tni accet.goeble. 

It has further been impresserl unon the banks that c.nce 
e proper appraisal has been snbmittai by the DIG for 
sorcti n, b ■ rT: s shoul-i not 'rerltice the liioit o.Tithcut 
appraising the DIG of the reasons for ireriuced sexoction. 

10, An aprirhension is expressed in some ^ gii-r ter s 
regarding the effective performance of DICs in the 
absence of any authority having been vested in them to 
sanction lorsns and advances to entrepreneurs under the 
programme. The Working Grouj-) had also consiiered the 
issue and obser'/ed that the function of the Maiapers 
(Credit) of DIGs ojas to provide all guidance, assistance 
ard supt>ort reanired by the entereproneurs to oljtain the 
right tyr^e of institutional credit in rioht c:(u anti ties 
and in righ*' time as also to ; ensuresmooth flov; of credit 
to all viable schemes in the sector in the district by 
keeping, close liaison with all babks/finencial institut— 
ions of the district. Having regard, to the ncrcure, of his 
rr le and function, it is felt appropriate that the 
Manager (Crr;d.it.) will only recommend. • the credl t j n 

after due appraisal, to the concerned credit institution • 
end that taking into account the concer-t of .accountability 
of the bank officials, he should not hex’'^’ any sanctioning 
authority or powers as he would not be abJ e to take up 
the work or responsibility o.f recovo.ry of .such loans. It 
miey, however, be aj")preciated that M an aqer(Cr. add. t) being 
an exr^erienced officer, would be forv/ardinq the pnm-osals 
after du--) aporaisal on the lines followed by banks and 
it is ex, acted that hi.s r.sisal \Mould be, in m.ost 
cases, adeauate, the- data fu.mishad by him would form' 
the basis for further action to be taken and the, entre— 

wr.ul: ’ not be askcf’ to furnish the s.-oto in formation/ 
particulars all over again. Banks have been appraised of 
the position in this regard by the Rese rve Bank and 
advised to ensure that thoir decision in resnect of 
sanction of such loans is communicated v/ithin 30 ■ days 
of receipt of the apnlicationi with a[or^>r3isal t::. the Die# 

11* As at the end of March 1^79, 346 DICs covering 
358 'districts have been set up* Some DICs have covered 
more than one district because of very small si^e of 
the districts# The scheme, however, excludes introdu- 
ction oif the BIG programme in metrgxo'litan cit:i-.s like 
Delhi, C^cutta, Bombay, Madras, Hyderabad, etc# The 
information fiirnished by 194 BICs reveals that during 
19 78-79 , 59,700 enterepreneurs have 'been id-anti'fied and 
for assisting them to choose ago rop ri ate industrial- 
opportunities, over IS, 600^project profiles have been 



prepareo resulting in estalollshment of over g}9, SCO/ units 
in the decentralised i'ndTtstrial sector rovi ■’'ing ofditi— 
onal emolex'Tnent to around 1.47 lakhs pers'?ns. .Efforts' 

‘■f-- '' -u .be-aiiiing credit assistance fren! the finvoncing . 
inst itu tirms have fructified .and - the , .aiaount o f fin encial 
accornrnodatinn provided aggregate Rs, ,58.72 crorcs. V'fhile 
cash subsidy amounting to Rs., 9 .,04 crorgs has been v rovided 
to 4^ 575 units, seed/rnargin , money assi'stan’ce' h;js been / 
given to 1901 units involving an amount of Ps, 2,ll cro.res. 
Apart from nroviding assistance by DICs in the field nf 
technology, marketing and manaa?emont benefiting over 
44,000 units,, 600 sick units have been assisted un'b.’r the 
■programmes of assistance to sick units. PP'ha number of new 
units established in a DIG is maxim tun in the case cf Bihc-r 
(B43) followed by Karnataka (500), Maharashtra (456) , Tamil 
Nadu (33,4) and Gti j arat (324) as against an all-?'ndia average 
of 235. The financing insti taitgons have provided rncximum 
credit facilities in a Die in cas j o-.f /ndhra 'Px-:adesh 
(RSi93. 78 lakhs) , followed by Tamil Nadu (R"?. .73*11 Irkhs), 
Rajasthan (Ps. 64.07 lakhs) ' and F.arnatak? (R5,63,85 lakhs) 
as against all- India average of Ps. 30,27 liiJchs. The 
number of entrepreneurs identified on e.n ave.rago in a 
DIG is maximum in Maharashtra (644) followed by Orissa 
(516), Bihar (514) ? Meghalaya (450)' and Madhya P radesh 
(. 449 ) as aejainst an al3.-Inc!ia average of 308. Ihe'- 
emphasis on developing artisan-otianted units has been 
the maximum in the case, of Bihar ixith ;Kernataka, Maharashtra, 
Andhra Pradesh and Gujarat, following in order. 

12. Since March 1979, ,16 more DICs have bean established 
as per the latest information available. Out of these 
362 DTGs, j n'^" m a-^ion i-- ■rn'otlahle in respect :pC 228 DICs 
regarding the physical taroets which they have set for 
themselves for 1979-80. They are swimaris'^d bclov/:- 

(i) No. of new artisan units 

T'>roposed to be set un, : 98,6 56 

(ii) Nc^, of new small-scale, units B' 37,882 
to be set uoi 

(iii) Total investment anticipated : 364, 67 ccrores 
; 'i; in the above units. :e;;.'p'..,:p;p 

: :4 (■f : 4^: ip ; 0 \it ot whi;C;h.:ifin;ance,- j4 

■ itoibe.;'pxo^ided.: :53ypip;i4,P 
institutions. . s 236,87 crofes 

(iv) Exrwcted value of production Kt 674.10 crores 

(v ) Emplo'^/ment or)portun.ite.s to 

be created (mimber of ■nersons) t5,42,l46 



13. The chievements for 197!^— 79 an;i the tenets for 
1979— 80 noced above are aciriittedly nooest in relation : 
to., the nain objectives of the proqr>amm:» for .rural 
industrial development,, viz. , qeneration of non- aovri cul tural 
j-uiaj. eiuployment opportunities, and clearly brings out 

the need for much greater efforts on the pert of the ■ 
Governnental agencies as also the financial system. It 
is increasingly being realised" that the growth of such 
1 tiny ’ industries and industries inthe decent. ralised. 
sector wil.l require the growth of efficient stjo-.o rting 
organisations which could nrovide both input and marketing 
assistance to the p.rod\iction activities of si.ich dir^sried 
and mini— scale production units. The full potential of 
these units can only be realfsed., thei r , continued 
economic viability insured by'siriialtanoous and adeouate 
growth of such STinnort organisations. Tho . tradition al 
s tructure of the village and artisan indus tries, v.ti ,;re 
private intermediaries provide such support, i.s a 
reflection of this essential need. Tho vsconomie roiLadrion— 
ship of such* intermediaries with the parsons actually . 
enc6g<*d in production is often exploitive bi’t the fact 
remains that these intermediaries have beenserving a 
necessary economic function^ and that a very I erge ,p ro: 
orticn of the production -of decentralised industries is 
organised by and marketed through them. During tna lest ; 
three decades, efforts have, no doubt, been mad,e 'ho 
create alternate sun’-'orting structures vi' hie h taP)u'^. f not 
be exploitive in character. Some headway has been made 
.'n the hanfloom sector where, in States .’’.ike Tamil Nadu 
and i ndhr Pradesh, a considerable proportion .of the - 
production is now organised and mark;:.sted through the 
co-operatives. The F’TBSC has o-cganised some production 
ph.r- h •:.-’o-or'’?r.*t ivos and re-gistered a3Societion.s> State- 
level handloom and Handicraft Go r-vo rations, .the Handlccm 
and Handicraft Export Corporation, and the Central 
Cottage Industries Empnriimi have also made some hea''’!,>'ay. 

All these efforts, however, embrace only a small segment 
of the decentralised sec tof and the o regress has been 
limited. 

14, In this context. It will be uso*ful to remember that 
the use of local skills will not always result in ■ ■ 

p reduction' which can be abnsrbed in the (piresent or 
potential) proximate markets nbr can the develnomcait of 
rural markets be planned on purely rural, and/or local 
production., Decentralisaticm of production and the 
develof>ment of rural markets will thus both regi.\irc link- 
ages \^hich may extend, beyond tbe iirmadiate vicinity;' and. 
these could well , spread, beyond the- bo.undaries of a ■"'district 
or a State or even whole of India. 


lb. The Working Group;. . referred to aar'^ier, at para 7, 
has, theri^fore,' fecomiriended the adoption of a "tvjo 
t" er" appx-jach which c—ul ’ aiiTi at' provid/hnc institu.ti'"'‘nal 
s''Jprort both to the entrepreneurs or artisans en'ja'-ad 
in the production activity as also to second- tier 
- ■ '-•■2 ba~,,n,3 Which are providing the innut and/or 
marketing assistance. It i.S' only by the adoption of such 
and approach that the viability of a parti cul ar rural 
industrial activity, can often be j\jdged and ensured, 

16. To facilitate a systematic implementation of tip's 
concept, an informal Group has been set up by. the 

R 'Sero/e' Bank com]-)ris.inq representatives of the all-India 
promotional bodies as also commercial banks to con-sider 
such 'two tier' proposals for financial assistance, since 

t. is very difficult, at least in these initial s'''.c.g ;s, 
to lay down any fixed or detailed parameters,. I" •'•ho 
evolution of s\ach proposals, the attempt will also &e 
to integrate the utilisation o:^ funds available -frem 
Government budgetary sources for promotional purerj .os, 
such as training, subsidies, etc- with the flow of 
Institutional finance for productive and commercial 
activities. 

17, The District Industries Centres are thus an 
important policy instrviment in the promotion of rur.3l 
industrial deve?lopment. The DICs \<n.ll x'tcvide the 
necessary focus and direction to the activi ties 'f' rd 
l>ir.imotion of such industries at the district level but 
it has to be noted that the DICs will themselves not be 
commercia. orqanisati '.ns which would tdJoxip the 
functions of input and marketing siipoort. They ivdll, 
therefore, have to establish linkages with state-level 

r 'oi: •’If. .ogPnisstt to ensure /that 

the production activities of the rural industries in 
districts are adeguately s'upported, insofar as input 
sixprly and market outlets are concerned. 

The programme df rural industrial dv,.velnpm snt has 
also obviously to be a part of the ovverall plan f r 
' ntt orated rural development and the DICs w'i"! therefore, 
have to ensure than an optimal u.se is mode of the 
financial resources available from various btr'i'-ietary 
channels in the implementation of th^air -rronramme and 
also to integrate the use ’of institutional cr^edit, 
through the mechanism of the district , cr.,'dit y^lans 
with the flow of budgetary fundsi 




A review of the progress made so far v?oVili c.Toarjy 
nndlr'eto. the for a' are ate r omr'hasis in th 5 D^Cs 

on tno promotion of villaqe and cottags industries as 
compared to modern .small- sc ate in-dustriese This ts> by 
any measure/ a complex' and challenging tc,sl: which uould 
repuire adequate planning and innovative approach, "t 
is, however, necessary to ensure that the. main obj .ctivo 

0 f the rural industrial development programme, vi 2 ,. , 
creation of viable non- agricultural emplo\ment op’.o rtim— 

1 tles/ is constantly kert in view while drawing tp further 

programmes, ■ ■ ' ' ' , ' 







SOURCP;: Piap'.er presented at the .Seminar on 

1/ an Assistance to Weaker Srjctions 
( 5to7 llo’^mmber 1^79 ) at th 3 College 
of Agricultural Banking, Baserve 
Bank of Indian POONA. 



INTEGRATED RURAL DEUELOPr^ENT 


(As described in drnft Five-yenr Plan 1978-83) 


The Secretary for rural development in the plan will 
be integrated rural Development (IRD), Experience of various 
rural development programmes in the earlier plans has 
shown that a more project approach or a sectoral approach 
is n t adequate to lead o an overall d velopment of the 
area and distribution of benefits to local population, 
particularly tA a weaker sections of the society. The 
distribution of unemployment and poverty and the potential 
for development of agriculture and related activities 
vary widely from region to region and also within regions. 
Different areas in the country ^re at different levels of 
development and have varying degrees of potential depending 
on local endowments. The efforts will now be to make the 
programmes area specific and utilise the local endowments for 
growth for social justice and full employment. It will, 
therefore, be necessary to plan for integration of, various 
programmes and establish appropriate linkages for optimal 
utilisation of local endowments consistent with the plan 
objectives, local needs and environmental balance. The 
full employment aimed at is on a fair remuneration for the 
work done and the effort made so th it ^ fully employed 
family can go above the poverty line. 

The Integrated rural development now envisaged will 
be specially focused on the traget group - comprising small 
and marginal farmers, agricultural labourers and rural 
artisans, whose economic improvement is an important concern 
of rural development. This approach will help a substantial 
part of the Scheduled Caste and Scheduled Tribe families 
who are amongst the most disadvantaged sections of the 
papulation. The approaches in the on-going rural 
development progrimmes, viz. SFDA, DPAP and CAD which are 
broadly area ' development programmes having the uplieft of 
smal L and marginal farms :s and the landless labourers as 
their main thrust, are proposed to be utilised according 
to their main ‘■■hrust , are prooposed to be utilised according 
to their relevance in particular areas to achieve the twin 
objectives of generating employment opportunities and 
increasing production. 

The new approach will aim at integrating field 
programmes reflecting the economic activity of the rur*,! 
family whose employment and development is the basic objective 


oc^pd to bring this ibout by developing the _ 

It is proposed to ^ , f prtiiry sectors. in tne p 

primary, led In 

Qprtor proQr^^mmes for ogxxu nill be intensifreor 

fisheries ^^nd forestry developm wiiloqes snd cottoge 

fisheries opptor proqrrrnmes for viiingo .... formation 

the secondiry sector ^ . industries , skill r Jti 

industries ss uell ns f ’Jl .r,t i rUV enl.rged ,.nd 

nnd ■^•upportlng services ^ill b by dteitinS 

strength. perketinn, = people- 

facilities for increasing number of ioCui p h 

nctivitlee s°l nusbindiry uiU it ion 

The progrunmeo or iniu _ , ruril Isbour pup 

oriented to include n good P’” ^ |-ssto fimilies “bo 

yith special preference “ . oP the landless. The soci 

"re generally a ">’1“ oomponyPt of to give a 

forestry programmes p^^fuys for animal husbandry 

rvfloomrnL'°l"?he ^WrJ^fSpryafd’reclirnf o’f the^ 
““il^at\^pn^riktMshe*:;rn flasr^.re given suitable rights 
of exploit -ition. 

The following developmental programmes uiU, as a 
first approximation, be integrate . ^ 

1) Programmes o*" ’ItIppIIot’^ Jj°''ppd^p°ter ppgoyrces 
effldlent “tllifTohnolog/ available; 

uith scientific trichnoiogy ‘ 

- 1 huesh-^ndrv ns a subsidiary 

2) Programmes ^ct ed to^small peasant house- 

occupttion utilisation of by-products 

holds so as bo rna ^ time, aiming at 

in the farm md, a nnimal husbandry products. 

d”ersaiv\nfrasLicturs for commercialisation 

Sid be inbuilt in the programme; 

3 ) Prngrammos of “’pppprof'^fish^^r unit of 

fisheries to ' imnortant occupation for 

water and develop as P^^^ backuard 

the fishermen classes 
. j- Ue ^ i'n r-i ri rn 


classes in the economy; 
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4) Programmes of marine fishery including harvesting 
of natural resources through trawlers, mechanioed 
boats and country boats, keeping rn view the need to 
maximise employment of the poorer section of the 
fishermen population and preventing unhealthy 
competition between the three sectors to the 
deteriment of the poorer classes| 

5) Progrimmes of social forestry to provider base 
for jbI and fodder in the economy and with 
agccial earma-king of usufruct for the poorer 
sections of the community for expolit ition as an 
occupation or as fooder for an animal husbandry 
oroqramme. Tasar, eri and muga and lac rearing 
by the poorer sections should be. inbuilt into 
the programmes; 

6) Programmes of farm forestry through _the small 
^ peasant households as a subsidiary income and 

also for maximising use of l^nd; 

7 ) 'Jillaqe and cottage industries including handlooms, 
’’ er cSltur., besha -ring otc. gs •, ful l or 

ooouootion to the ortls-ir oLssea ov tne .uni 
populat ion; 


S') Service sectors of the rural economy as^self-^ 
Bmployment sectors for the th^ 

as a means of providing for a f elt-w int in the 

economy and as a means of better livelihood to 
the poorer sect ions ; 


9 ) 


Labour programmes of skill formition and labour 
mobility to meet the^ needs of labour 

®for development works and of the n-ture .-f 
employment guarantee programmes where nece.sary. 


nnNSU (OPTION 


rural DEUELOPnENf 


F I N A Mr.F AND INTEGRATE D 
CU SSI ON NOTE) 


a n PURANIK 


is heavy IncoL^ en^gh to 

peoplQ in rural ^They ^re either farmers of 

s«n slza f crt™«y'"ill>QB .rtis>ns of 

may also include in this car eyuiy 

different types-. 

They have very l-,--^rSirttLn°s .'^It "is vrry'"^^^''" 
supplying finance for to improve productivity 

difficult for them to buy input - P employment on 

on their l^nds. The oppor^^ their economic 

continuance basis are ■ _ radical measures will be 

conditions srs to iniprous^msny inplenentotion 

required. For inst , ’ nroopr orientation of various 

of land reform "7®®’ P^rand proper marketing _ 

institutions supplying trance ana p ^p ^^ pasition in the 

arrangements for ^*]^iicniisurel required to 

„,rkot srs some “T,Sdirion to it, other infrnstructorel 

tsckle their problems.^ In idoiti nensutes 

rncilitles olll slso. be ,bout it. In the post 

sre concerned, there is ^othing^n^ been taking interest 

independence perio -i-ann different policies in this 

in framing and . bgrat ion th at has acquired g^at 

regard. One S Socio-Political discussion is 

Thr^uri? o? ad^qu^re^l.nsumption finance for the poverty 

s trick 8 n pBOplc* 

4- • -pin^nre hTis bosn emph'asised 
Even though consumptio oreat importance since 

since long, it has been acqui i on Consumption 

1971. The Report of^the Exp Shivraman is a very 

Credit under the airm ano thinking about the 

important document and rural areas. It has 

poverty stricken P'^h^Jj that adequate and timely 

been largely "J^pbit or finance to those categores 

supply of P^^^^'^tppn way in" improving ' their ability- 

of people would go n i Fvnn^thouqh this point is accepted 
to have self f f * PP^tSerable contr aversy as to hou 

unanimously, there is integretted. The 

consumption credit fn-p instance, pointed out that an 

Expert Committee has, included in the short-term 

eluent of PtiSe institutions. Reference is 

loands supplied by Jppsi^ption finance i.troduoad by 

3 lso made to the scheme of , consumpnu 
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the gouBrnmant of Maharishtra. Consumption loon 

made ivoiloble against thG^secunty 9°“;,,^ JhlnQS, 

utensils nndother similar things. ^B^mng a ^ there 

the Expert Committee hss cime to the conolusion th^t^here 
is no institutional arrangement for supply of uonsump ^ 
■finance to the poor oecp:' e. The Committee has also pointed 
out that unless consumption finance iS provided to the 
poor people, the institution of private moneylending-cum- 
trading cannot be of feet ively . abolished . As a corollary^ 
it also means that the poor people would, aluays^be in the 
condition of bodgago. Hence it , has ^ emphasised^tha 
"consumption finance" would be an instrument to remove ^ 
explditation dond by money lenders and traders. In other, 
words, according to the Es^pert Committee, Consumption finance 
his to ploy o role of nogotiv/e noture. 

One gets an impression after reading the report that 
the concept of consumption finance is restricted only to the 
problems of explotatian. As a matter of fact, so far as 
the economy of the weaker sections is concerned, adequate 
and timely provision of consumptiDn finance will not only 
remove exploitation but would also motivate the beneficiaries 
of consumption finance and production finance to improve^ 
productivity on their lands. If this aspect of consumption 
finance is t iken into account it would be realised that 
there would not be any distinction betiieen consumption finance 
and production finance. '\s , long , is ,th ey ar e tre at ed as 
separate types of things in the context of the economic 
problems of the weaker sections it is very difficult to 
evolve policy measures to motivate people to improve 
productivity. 

As this view has not been adequately incorporated into 
the working of governmental, cooperative and banking 
■'institutions, consumption finance is lar'^ely treated by 
officers' ind l.a'icrs -.s ; . tn- r uc.j verpblo imount. This is so 
inspite of various schemes evolved to ensure recovery of 
consumption fin nee aliangwith production finance. 


There is another view in relation to consumption 
finance. The view supports clear-cut distinction between 
consumption finance and production finance. It- means that 
consumption finance is to be treated a's a relief measure. 
This approach may be relevant in the context of urban areas 
where people belonging to lower income groups would like 
to have a facility of consumption finance at reasonable rate 
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of interest to meet certoin ewentuolities in their domestic 
life. So far as the rural areas are concerned, there 
cannot be sharp distinction bcti.reBn production finance and 
consumption finance, even though the cooperative institutions 
are under obligition to keep separate accounts of both. 

From the point of vieu of the poor farmer, consumption finance 
ensure his continuation '’n his farm or in the village. If 
this point is vcooptcd t. en, it would b^ realised that there 
is a communication gap between the institutions and the 
beneficiaries l. f the institutions so far as the concept of 
censumption finance is e-jneorned. As long as the thinking 
of the beneficiaries of consumption finance in rural areas 
is not taken into account, there would always be difficulties 
in recovery of both production and consumption finance. 
Inclusion of an element of consumption finance in which the 
short-term finance provided by cooperative institutions is 
a mockery of the poor. It makes nonsense of the talk and 
policies to improve the economic conditions of the people. 

Consumption finance is, of course, a loan which has to 
be recoversd. But this element of loan should be integrated 
with production loan and the recovery plan should be based 
on the concept of this integration. The produce of the 
farmers would be his strength. The price at which he wjuld 
be in a position to sell his produce would determine the 
income that would accrue to him. If the formula of 
repaying capacity is to be made applicable in a mechanic il 
manner to the weaker sections the realisation of the 
incremental income imnlied in the formula may not always be 
possible. In this situation it would be very difficult for 
the poor person to ear-mark an income for repayment of 
production and consumption loans. Hence alongwith the 
integration of production and consumption finance, it is 
also necessary to see that the government provides the 
required infrastructural facilities on appropriate basis. 

Poor recovery of loan .s may be due to absence of such 
fac. lities. Hnneo the incept of consi iption finance is 
much wider than the narrow view reflected in the policies of 
various instit itians and the gavc’'hment. The Production-cum- 
Cansumotion loan should he integrated with marketing of the 
produce. Greater the marketable surplus, greater would be 
the prospect oF recovery loanis. Hence marketing 

facilities are to be properly integrated with the production 
efforts. Production of loans at lower rate of interest is a 
very superficial remedy for meeting the problems of the 
weaker sections. It only amounts to hiding the failure of 



the gewernment to create odequote infrastructural' facilities . 
If the environment and the. frameuiork ,are conducive to 
productive effort even the poor man uouid never ' consider 
rate of interest as a burden. The scheme of concessional 
finance is interpreted by him in a m inner that don’t promote 
economic grouth. 

In the light of theise, c onsiderat ions , it is necessary 
to go beyond tt a concept of consumtion finance has 
included in the Expert Committee Report, 


Source: Paper presented at the Suminar un Institutional 

Financing for I at i:,gr it ed Rural Development conducted 
by the UaiKunth ['lehta National Institute of 
Cooperative nan ag ement , Pune during December 27-29, 
1979. 



"Role of KgricultuL'al Credit Service Cooperatives 
ill Integrated Rural Developraent in India",* 


In traduction , ■ : 

PAR T I iliD II ■ 

la the p.eveloprne::,t of agriculture, cr-edit is one of 
the raost vital factor dete in ining the pace and rate of 
Developme-it , Tliis is so because c :edit is an input by 
itself . and it is also ■ enabling input for the enti.e package 
of in.puts needed for development, _ ■ 

The C.v.,pe.rcitive moveraent in I^jdia vjas fo'-Taally iiitro- 
duced in the year . 1904. .For a lo.ng pe,ricd since then, and 
even 'durii'ig the phase of .hectic post indepence cooperative 
development,', agiriculture credit c .nope natives enjoyed pr'ime 
iiA.go.rtance in the pla..'!..,ed p.';.’Qgrart\tT\e of .econc^mic development «• 
The pla.ine.rs have been, .'rei-te: rating . the object 'Ivc-s „£ growth 
vjith social' justice in each plan. In the Sixth plan of the 
country,'Ii'rteg"::ated Ru.ral. Development is . envisage as a major 
thrust fo:.,: achieving, .growth with social justice. In -the 
existing rural si'tuat in the coope’.. at ive credit system will 
be suitable socio—ecouomie framevmork for Rural Development 
in 'India,. , 

■ In the, rural sector, there lias been ima-'ked g.jdwth,, 

The po" icy ;is that the primary s.Dcieties sh .ruld i^ot confine 
th«a'iis elves to cr edit but should became multipurpose societies 
s.upplying seeds7. fertilise.rs irap’-'ovsd jjmplemaits etc* In 
1962 there .were 2,15,000 'prirAary societies, 'w'ith a meitibership 
ru 'ing into millions. The fede.ral st'ucture for these 
primary societies has bc..en completed b^' the establishment of 
Central (387) and state (21) Bante in all a-reas . The 
total workJng capital was about R3,930 crores , The Rec^,^m~ 
mOiku-ti'-jn •■.■f the All Ik-ia Ru.ral Credit Survey Cacroittee that 
these j.rimary societies should be linked up with cooperative 
marketing societies, primary, central and' apex is being given 
effect to steadily. 


The first two parts of the. paper have been condensed a-'d 
the. Ill 'la.rt has been given in its .original form.' 



It was realised at the outset that, the large e^cpansion 
and divers ificotio ; ■£ the co-operatiyes thus envisaged could 

be achieved only th:;ough a positive- policy pf assistance from 
the state, central Government arid Reserve Bank of India, The 
Reserve BanK; of India has constituted tvjo funds The National 
Agr icult\.iral Credit (long term operations) fund and the 
National Agricultural Credit Fund (short term) to give.' 

1 loans to stcite Goveriment on favourable terms' 
to efi able than to take shares directly or 
indiractl'/ S.n co~ope:,.ative credit societi^ of all 
kinds , 

2 * Medium, and long tejm loans -to state co-operative ■ 

Banlcs , • ■ ' 

3 ,' long term loans to and buy deventures in' the 1 

central land mo.rtgage banks.' 

4* social assistance in cases of wide spread 
c^-lamities - drought, faiiine etc. ; 

For prroviding short term credit the' Res e.rve Bank- of ; 
I.ndia gives loans to Stcite Government upto specif iod liraits . 
The uni jn and Stato Cover- .sment upto specif ied limits . The 
union and Stc.te Govc.:.’. 3 !,ment also assists co-opcv.“ativos of all 
kitids under-, specified conditions,. All the State Governments 
have accepted this in principle. The most effective ansvjer - • 
to the challenge, hov/evrr, lies in the achieverao -t by next 
decade’s annual rates ,of growth in the economy, which would 
bo needed for reaching the goal it has placed before itself 

The v^elfare of the Scheduloi Tribes Aiid Backward Classes 
is a special' responsibility of the union Gove'.:am,cnt- under the 
constitution of India, The general co-operative pattern has 
been modified to suit their special coaditi'.ms axid. fair ■ 
larogress has been registe.-red in the, last 1.5 yearn. A study • 
group had reviewed the progress made and suggested chai'iges in 
structure, patterns of assistance and professional training 
progremme to make c, ■’'•adit -societies a real impact on the lives 
of rural people, Howovc-:: crv.,dit system has 'to cover the 
G.raSit gaps whreh are found even in a developed economy. 

These gaps are e.numc-ratos below j 

1* The G.redit gap for innovational finances arises from 
the divergence between the social rate of return and. 
•private rate of return, . Agricu.lture is a fluctuating 
and risky business the cost of credit expansion will 
be highly and returns are lilcely to be low. Default- 
smore probable and no’mal security .requirements ace 
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either inadequate or, at- tliues, non-existoat.^ In a 
■situati'in like this, the cr* edit co~opc.v:ativGS have ’ 
to assun\G the ii.hovativG rule to ove.r-come this gap 
by the ciancept of social pr-dfitability. It vjould be 
"worth while to have lower .return in .immediate present 
for the permit of higher profits in not so distaiit 
future, 

II, Secondly, the ci’edit gap fo.r firianciiig medium and 
long*“to:.'m p.rojocts is also obvious because long.er 
the oroject pori-^.d greater the prospect of uncer— 
tairjly. This term gap causes .'maldistributi’vn of . 

: resources adversely a.ffecting lo,ag term projects by 
adopting n n-myopic approach., . c.;' edit co-operatives 
haivo to ove."c-UTie this c-;edit gap,- Lastly, the problem 
of credit gaiD for fi.aancing small farmers is qviite 
pronounced- .in oi.’.r country, as our .economy is xarodo" 
minated v7ith small farmers, ■ 

Thus , in. providiiig agricultu''’cil epedit, the co~ - 

ope:.:;atives have- to adopt unGonditirnal, intc-g;,:ated and 
iniiovativo ap‘>roach to ■ivrovide finance on the basis of credit 
V7orthiness of p r.?pose. All India R.ur'al C.redit Su’:vey 
Committee (1954) has ideally envisaged' c.op-loan -system to 
p.rovidc -credit thet is timely and aclequcito, and also to bring 
about ihcrcxise in p':'cdi5ctivity . These basic functions of 
co-oporativos ultjniately lead to the self reliance of co- 
operative iricrnbers , r ; . 

Again, the concept of Su; »orvi3 ed c.redit i,e,' farm; ' 
guidcncc ; has bO'-n v.?g 11 r'c-coci’iiGcd Li c.ont'-xt rjf rural India 
These functions are inevitable, to c-iisu.ro effective perfor- 
mance cf co-operatives .merely providing c.-dit-loan will not 
servo the Pirpose. A.p-a-jt from raatc-.ial inpat-p ■ ancillary ' ' 
services (Tech'.iical input) is most essential to ina.'.'oaso the 
' 7 ).roduGtivity, Thus, ojctcnsivc farm guidenco will irjc.ludc 
dovolopiag storage, processing, mepketi. g facilities, 
fiiianciog inter -^btructural development. 


PARI - III 

Segno 0;eorati-'.)nal issuest 

Havliig innunclatod the role of the Agricultural e.redit 
cooperrativos in integrated rural develoignont and examined 
their structural evaluation to pe form this role ' effoctivoly 
and officiaitly, it would be appro'p.riate to enumorate some 
of the operational issues of the primary credit cooperatives. 
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Magnitude o£ crLsdlt. needs t .. 

The crjope:;ative credit structure i.n Ii’idia has 
registered a magnificent growth -and what started as a more 
trickle way in 1904 has appricively grc-swn iiito vast stream 
of credit flow, ;Howe\rei:: with the unprecendented agricul- 
tural’ grovjth in several parts of , the country , particularly 
in the" comm arid areas of assured ; irrigation facilities , the 
demands, for agricu.ltural C'.- edit have been •mtilti;.:>lied many 
folds.- 

Again the need to p.rovide ih;;3uts and other services 
as also to meet the needs of small and m^-.rciinal farmers 
have also added to the magnitude <S£ the Agricu.ltural c;:edit 
requirements.,. , ; . 

The cooperative credit structure therefo.re will hafe 
to gird up its loans to meet this ever accele.rating credit 
demands by rn'.>bilizing deposits: and augmenting all other 
resou.rces"’ f or the pi.irpo3e. ' ■ 

Finance to weaker secti-ont - 

In the rural scent of India ^ there is sizeable pro- 
portion of small/marginal cultivators . These cultivators 
who along with at others ^ constitute weaker section of the 
rural ccmmunity hcive to be provided vj'ith adequate agricu’l— 
tural c'.'c-dit by the co>,pe:rative credit structure. This 
is not oiily necessary on account of strong social philo- 
sophy of cooperation but also desirable in the interest of 
overall agricultural develo:anent,. 

The' cooperatives . ha\re also been provided ■ with the 
policy guide lines by the Res eirve Bank of India that the 
finance to small -faj^aers , as may be defined in given area, 
should constitute prosc-.'ibGd minimum pro .::'orti.on of the 
total Agricultural fuianco by cooperatives 

■Operational Efficiency; 

With the adoytio.j of multi-ageiicy a\,u)roach in provi- 
ding agricultural credit in 1969^ cooperative crolit 
structuice is no more the exclusive ageacvr for agricultural, 
cralit,. Under this approach new Nat7'.onaliscd commerciail 
bante also have been piayir.)g ax-j ii'ic. Gasirigly importaiit role 
in providing agricultural credit to meet the over ii'icreasing 
da:nands'o£ Agricultural credit. 
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This situation has thx -wzr nevj challenges to the co- 
operative c edit structu''‘e which have to be responsive hot 
only to Meological ' goals but has also to easu'.'e higher 
norms of operati';nal efficiepey. The ope3::Btio'ns of c:. .edit 
Gooiperatives thesefo.re have to.be mo,re sophisticated and 
epomous in r.Tual5.tat5.ve aspects^ -whether i-hey co.ace:.i,i .'.■.alsiDg 
of resources distribution credit^ supply of inputs or 
dispensation of farm guidance, . . 




realisation of Maaar. 'g-nenti 


The scale of ope.' ’at io.ns of 'the li.gr'-.lcultu.‘:al c'cedit 
C‘;::.'vpe,ratives and need to epstv-'e higher norms of efficiency 
malce it i,aevitable to .r .rif essional.ise managanent ih co-o'pera- 
tives at all levels iricludlag the grrimary. In this process 
of p!>:ofessionalisati<->n of management, cadre building is very 
vitcvl but it has to be svipported by a well defined demacration 
of s'pheres of act -Lons by •p.rofessional pe;:so.:inel and elected 
offj.ce bea.re.rs . Such demarcatic.n , carefully designed and 
£a.ithfully ii'nplement.3d viill usher in p;':ofessio..jalisation of 
ma.jagement in cooper : tives , the urge for v/hich .is already 
evident in cooperative movement in India, 

M an •Qovje.v d ev e 1 o -om en t ; . 

In the ult.ijTaate analysis , it is the human .resources 
which translate ioto action the ideological and operational 
goals of an orga.nisatioii , The manpovjer development in . 
cooperatives transcends more manacei-aent c.:jnside;'.’ations • In 
fact, it is a major built-in device to prese.-Lve the autcaicmy 
and a identity of cooperatives^, , The manx3ovje.r cadre of 
p.ro£oss ioiially c'arnxDotent x^ersbnnel, ccie.ntifically recruited 
and appropriately trained constitutes a basic management 
.irs f r as t rue tu r e , 

In fact, the, e is haj.^aiy ainy rer-ert of a coi'mittoe 
of a study group of experts , examining the coc',:)erativG 
movanont, ^^7hich did not lay an unmistakable can^phasis on this, 
very vital rspoct of manar'Cment development, in cooperatives. 
It is hearteiiiug that this neexJ of man— pox'tyer dovelo\)mont 
through trained cadre- f-aicmation has since been roc-'.xgnised in 
the Goojpoisrtivo credit st.’ructure but then the coox)o.;ative 
credit structu:.:’c has to make sustained offo.rts to” this erd to 
effectively fulfill its maiiy and varied objectives erd, to 
still-better serve the causes it is cxioocted to serve, ^ 


Ifl very aptly surrmiriQ up this issue, All liidia Rurcil 
Credit Surrey Committee in its raoaumental report had 
observed, ”0n few things will the success of integ-.atal 
scherne ( of cooperative credit ) depend so much -as on 
finding the right -man and giving than ri.ght trainiig, Wheit 
is involved is no less than the creation of large Ixxly of 
trained and enthusias tig' workers -both men and woma'i~who 
are willing to share the life of rural India, st:;:ive to 
understand the need of all classes, including the weakest 
and in administering these needs, prove themselves business 
like and efficient no less than .keen and sympathetic.',. : . 



AgPEC TS OF CREDIT PLA IN ImI Iv G .A HD CREDIT GAP S 

Dr. OS PCaruat 

Ba clcqround; 

'Jiiva.er pressures of ciiae one notices an ostancibly 
aggressive bias in favour of the Indian rural sector 
in the develcpnienf efforts and their financing in recent 
years. The long term plans and financial policies 
reflect cleax'ly this trend." Tlie new concept of Integrated 
Rural Development Programme (IFDP) provides an instrument 
for the tash of achieving near full emplo;^ent and ran'king 
rural households economically viable through mixed economy 
wlithin a time span. More specifically# the Sixth Five 
Year Plan (1978-83) aims at : 

agricul'baral and rural development v/ith social 
justice 

assuring full employment . in 10 years 

improvement in agricul-tural productivity# and 

providing special assistance for development 
of the weaker sections 

The employment objectives# in particular, are, 
v/eighted tov/ards agricultural' s ec tor and sizeable labour 
force’ is expected to be absorbed' in agriculture and alied 
activi’ties. A growth rate, of 3.98 per cent per annum is 
envisaged for the agricultural sector, while outpu’t of milk 
and milk produc’ts is expected to grow at 5,23 percent and 
other animal husbandry products at 9:, 00 percent. Irrigation 
potential will be increasc-d by 17 millioii hectares deeding to 
cropping intensity of 1,26. Fertilizer consumption is 
expected to reach a level of 7.8 million tonnes. A major 
.■'•■‘■ 1 '''- ( .pension in rural iiidustr-iec is a) so contemplated. 

All this v/ould ledd to genera-fion of employment opportunities 
in rural areas# in production and service sectors. 

The overall task of rural development gets quite 
complicated in ’the face of serious variations in social# 
economic and ecological conditions within which the plan 
process has to be worked out and executed and" particular# 
through people's participation to ’the extent possible. 

Change over to Block Level Planning ; ' " - 

Against the background of experience over the years# 
the Planning Commission has now emphasized the need for block 
level planning in the context of the new objectives se’t , for 
the country. There are about 5004 blocks in the country 
covering a population of 0, 1 million, each. The integrated 


(i) 

(ii) 

(iii) 

(iv) 



rural development programme is proposed to be undertaken in 
2000 - locks (out of 3000 blocks in \.iiich# one or more of the 
specicT programmes like the SFDA, DRAP and CAD are in 
operation) . Further^ 300 blocks v/ill be taken up each year 
for intensive planning and development for five years/ 
startiiig rrom 1978-79, 

C redi t P r o 1 ec ti on s ; 

Credit being an ioiportant input of agriculture and 
rural development, the banking system of the country will have 
to gear up its organisational and operational capacities in 
years to come for the purpose. The projected need for 
institutional financing by comiaercial and cooperative banks by 
1985 would be over Rs. 16, 14 9 crores at 1974-75 prices. 

It is composed of (a) short term credit for irrigated and 
unirrigated areas and for milk piggery, poultry, sheep and 
fisheries amounting to Rs,7884 crores (b) medium term and long 
term credit for respective areas around Rs,8265 crores. This 
is exclusive of Rs.8600 crores for agriculture and allied 
activities ■ and Rs.30, 000 crores for rural development 
representing 43,1 percentage of total public sector outlay. 

A graduated assessnent has been placed around Rs.4008 crores of 
short-term credit and Rs,5425 crores of term credit, A recent 
estimate for 1978-83 Plan, period is placed' at Rs,3900 crores 
of Short Term Credit and Rs.6300 crores of term credit. The 
programme is dependent on institutional credit and envisages 
exploitation of ground water for minor irrigation, land 
development and recitation, better water management practices, 
laying of field. channels, horticulture and forestry, animal 
husban dry and fisheries a.t d intensive application of inputs 
for crop production, , (i- gri culture Credit Policies & 

Programmes for SFD in Asian and. Pacific countries APR ACA 
No. 3 March. 1979 P. 34. ) 

Current levels t 

The current levels of ST and LT credit are around Rs,1600 
crores and Rs. 750 crores, respectively. Thus, there is need 
to , achieve an increase of about 250 p.c. in ST credit and 70 
p.c. in LT credit per annum on an average , to reach a moderate 
level of requix'ements from institutional financing agencies. 

The proportion of credit going to weaker sections would also 
have to be pushed up to 50 p.c, of the total in the current 
plan period. 

The non-institutional credit source, even today, is not 
insignificant. In 1961, it amounted Rs.2, 375 crores to rural 
areas and was reported to have gone upto Rs.2, 667 cores by 
1971, according to official- estimates, A recent study 
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(l975'“76) in Ludhiyana district (Punjab) revealed that in 
this i-clatively ciffluevit ai'ea more than 51 p.c, of term credit 
and over 56 p,c. of ST credit borrowed by small famiers was 
frcm non~instituliorial agencies. The borrowings v/erc- for both^ 
’i- nt and consumptioii purposes. 

Mu lti-agency appr oac h : 

This brings out clearly the need and scape available for 
implenianting the multi-agency approach in the agricultux'al and 
rural sector of the country. Broadly ^ this approach v/as 
adopted since 1969, after the nationalisation of 14 largest 
commercial banhs in the countri?-, O-rer the year's, tl".e prcbli.r-is 
encountered in implamenting the policies under thv„ multi- 
agency approach have been quite numerous . These ha-vG been 
referred to from time to time by various committees of 
experts and in conferences on the subject of credit for 
agricultural and rural development. Overlapping jurisdiction, 
dual financing of farmers, variations as to criteria, proce- 
dures and -5011113 of lending are some of , the more faiiiliar 
problems, , 

Performance ; 

Tlje main constituents of the mul-ti-agency structure 
operating in the rural sector since 1969 have been cooperative 
banks, commercial bariks and: the Regional Rural Banks, Ther® 
has been a remarkable expansion in quantum of institutional 
credit provided for various activities in the rural areas. 

The primari^ village credit coeperatives have a membership over 
45 mi lion. They had adv;.-.nced loans to about 21 million 
members and are the largest source of institutional credit. 

The commercial banks have covered about 20600 rural and 
cemi-urban places through their branches and have been 
providing credit either directly or indirectly through the 
3000 attached primary societies to individual borrowers. 
Further, the Land Development Banks and the Regional Rural 
Banks have also been functioning for the saae purpose in the, 
rural areas. The cooperatives reoorded an increase in short 
medium and long tem credit to, Rs, 1590 crorcs in 1978. over 
their level of Rs.652 crorcs in 1969. Similarly, direct 
credit to reached an amount of Rs,767 crores by 1978, from 
almost an insignificant amount in 1969, There has been a 
considerable increase in the number of their borrov/ers 
frcm the weaker sections. It is reported that in 1977, 
share of weaker sections in commercial bank credit was 
about 42 p.c, of total direct credit for agriculture and 
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38 p. •!. in -he case of primary village cooperative credit 
societies, the ^.egional Rural Banks TAhich were 'set up 'to 
provide institutional credit particularly 'to the weaker 
sections had also exteijded 62 p,c. of their advaijces of 
- .... ;c: c_ -.::cs tc the s'uiail/'niarginal farmers and lemdless 
labourers (Assessment of taulti -agency financial of 
agriculture - S. Satyabhama - The Cooperator - July 1, 1979) . 
The performance of cooperatives however shows an uneven 
progress through out the country. An increasing number of 
credit cooperatives at the rural level are grooving v/eak 
progressively because of high percentage of overdues. This 
v/as one of the reasons that led 'to the decision, requiring the 
Ccmuiercial banks to' enter the sphere of agricultural credit. 
The multi-agency approach has since been the corner stone 
of the plan policies on institutional credit in the field of 
agriculture and rural development. 

Th e Lead Bank Scheme 

In order to securd co-ordinated development of the 
emerging banking system, the Reserve Bank, soon after nation- 
alisation introduced the Lead Bank Scheme, Under the 
scheme the "area approach" v/as recemmended for the development 
of the district ('the unit of area assigned to the lead bank 
specified) as innunciated by the Gadgil Study Group of the 
National Credit Council, All the districts in the countiry, 
excepting the metropolitan areas and Union Territories, were 
allocated to different ccmmorcial banks each of vhich v/as 
expected to act as the 'lead bank' among the operating 
financing institutions in tlie lead district in matters 
rela ing to deposit mobilisation, identifying prospective 
avenues for financial assistance and ensuring adequate credit 
flow for inten,.ive cxploita'ti on of the economic potential 
tlic district concerni.^d. This v/as also an attempt in the 
direction of correcting regional imbalances in the grovhsh 
of banking. 

Under the scheme, all the districts were allotted to 
the public sector banks and a fov/ of the iDrivatc sector 
banks, (No District Central Cooperative Bank was appointed as 
the lead bank O'/cn in a highly cooperatively developed dis- 
trict although such a feasibility was accepted in principle). 
The study group on the working of the le"ad bank scheme in 
Gujarat and Maharashtra ‘appointed by the- PBI in its report 
observed that the ptirt of the scheme relating to opening of 
branches and identification of centres of potential growth 
of banking was, iDy and large, successful^ The establishment 
of a number of branches in 'the rural and semi-urban areas 
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to p: ^vide wider operational base for initiating banking 
facilities in ttie under-developed areas was largely achieved 
as a result of the lead bank scheme. The achievement, 
however, has remained restricted to this stage of developraent, 
d.^ mc;re opening of branches alone will not bring 

about development of the rural areas. The potential for 
growth in these areas is very high because of the abundant 
existence of natural resources. This has been brought cut by 
various survey reports- The lead banks unfortunately hare not 
been able to tap the these resources for the development of rural 
rural areas v/ithin their area of operation so far. 

The year 1975 noticed another stage of developaent v/hen 
the banki were asked to speed up the preparation of the district 
credit plans. This phase also came to a close with the direc- 
tion from the Reserve BAnk to complete the credit plans by 
March 1978, In betv/een this time, seme credit plans were prepa- 
red in haste. There was no particular methodology prescrived 
by the study groups reconmending district credit plans. The 
credit plaxis, therefore, differed in their methodologies, in 
assumptions, formulations, and even in presentations. The 
whole process of lending to neglected sectors was conducted 
under the pressure of time and conceptual clarity was generally 
overlooked. The objectpvo kept in view was restricted to 
identifying technically feasible and econcciically viable schemes 
based on the existing infrastructure (or with marginal improve- 
ment in it) for completing it within a short period of 3 to 5 
years. 

Distr ict Consultative Gommittees; 

The lead banks also constituted District Consultative 
Committees topr::?vide a forum for the bankers' and administrators 
c''-' '■ f h develops ont of that area to discuss various 

problems and take remedial measures. These meetings as has 
been reported, were viewed as "more rituals arid not to be taken 
seriously" (Report of the study Group otj the working of the lead 
bank scheme in Gujarat and Maharashtra. RBI, 1975 P.8). Further.- 
there was no follow-up action on the part of the banks as also 
of the administrfe.tors.^ In some cases the bank selected to 
lead a particular district was alien to that area, and lacked 
the much desired 'local* tpuch. There was difficulty in 
eliciting cooperation from other financial institutions opera- 
ting in the area. The apathetic attitude of other non-lead 
banks functioning in the area also contributed to the dilution 
of the impact expected to be made by the lead bank scheme. As 
stated earlier, p-- rhaps, the strong and' well managed District 
Central Cooperative Banks with the help of influenctial local 
leadership and local touch could have contributed more to the 
success of the scheme if they had been appointed as lead 
banks for their areas. Some of these banks have an excellent 


net-work of : 0 £f ices in all the important places and they have 
primr "Y village societies affiliated to theni/ which work 
fiarth-c:r into the rnsar_or parts# uptci the village level. The 
DQC Banks have mobilised sizeable deposits as well from the 
area. Some of these banks .have also the necessary political 

basis of chese factors tiey could have been 
expected to meet the requirements of the lead bank scheme, 
■.^owever# they have been kept outside the scheme in the face 
of their specific concern for the development of their 
own district. 

While allocating districts to different lead banks in 
1969 the EBI had broadly indicated nature of tasks involved. 
For instance, in order to have the feel of the district 
economy, the banks were asked to carr^^' out impressionistic 
surveys and identify growth centres for establishing branches 
of the banks to provide operational base. The precise scope 
and content of the lead baxik scheme was theft not fully 
grapsed by the bankers. This was expected to set the stage 
for. the formulation and implementation of area development 
plans. 

District Credit Plans 

The formulation of bankable schemes emd drawing up 
of district credit plans by the lead bank also required 
rapport between the lead banks and the concerned government 
agencies. But as stated earlier, the medium of district 
consultative committees .did not function as ejcpected. An 
ideal district credit plan has to' be Co-ordinated with the 
district development plan which necessitates collaboi-ative 
effo, rs by all the aqoncios concerned in the development 
of the district. This was not necessarily forthcoming.’ 

This is revealt. I in the report of the study group apioointed 
: ’""'viav; the i/orkitjg of the load bank schoQie, 

What type of district plan was envisaged under the 
scheme? It was not the methodological excellence that 
was envisaged. The stress was on expeditious preparation of 
technologically froasible and econcciically viable 
schemes and their collective implementation by all financial 
institutions in the area. It v/as speed and activity 
oriented plarining that was emphasised. Seme of the economic 
activities like' dairy# blacksmithy, pottery shoemaking,' 
lockmaking can be formulated and implemented without much 
collaborative efforts of other. On the vast councryside 
there are many opportunities available for the bankers to 
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act upon, without waiting for collsiboration of developmental 
authority for completing this specific part of the district 
credi , plan, 'A '»grov/th c xitre" approach for development 
of backward areas v/ou Id thus present further opportunities 
for integrated rural davelqpnent. The load bank scheme 
v/as also intended to secure spaital linkages side by side 
runc'Cionai iinkages. Both are interdependent and comple“ 
mentary to each other. The district level credit plan 
should have provided for integration of both the types of 
linkages. Although the number of beneficiaries of plan 
credit have vastly increased, they have- not achieved the 
objective of developing backv/ard ex-eas due to neglect of 
the above approach. 

Credit Gaps 

It is nev/ realised, that mere production of district 
survey reports is not adequate. The studies to estimate 
credit gaps in the district are also important. The 
methodology adopted to estimate credit gap is found to 
have differed from bank 'to bank. The State Bank group 
is reported to have evolved a methodology for preparing 
a reasonably sound district credit plan. It covers 
study of potential resources and felt needs of the area, 
in question, preparation of technically feasible and 
economically viable schemes in relation to potential 
resources and needs of the area to ensure best results 
from the financing of these schemes. These schemes are 
prepared in an integrated manner, keeping in view their 
backward arid forward linkages. Infra-structural gaps, 
influencing implementation, are spelt out and financial 
resa" ~ces are estimated to rviinimise unforeseen problems. 

The growth centre approach should therefore help 
to achieve in a greater measure, the objectives of the 

'1 .1... 'Thus, 'ior oicample, larger villages and . 

small towns have the capacity to regenerate backward areas and 
their intensive development can help to check the 
process of polarization which has been unfortunately 
operating over., the years of planning in favour of 
metrcpailitan cities. The objeGtive of planning should 
be to retain population in the rural areas by providing : 
them Gc on colic opportunities at local levels over 
and above those avai3.able' in farming and . other 
existing socio-economic activities. The scheme to 
develop backward areas thrcaigh -financing of primary, 
secondary and tertiary sectors is techno-economic in 


f ( 
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nature yet the credit p 3. an s should not go by the private 
cost nd, benefit. '■'ritGriE without, securit g diffusion ^ of 
de^ e ioptu tifi t» i'ne, cncicisiii againsL. rhe district crociii- 
plans has been ''-hat they have also fallen i,nto the same 

-f-r-nT T ■ r>-f- T^l fViC d.U St ’V'!, C t '^■'vVC'l--' 


Nov 7 C redi t Pl a ns ■ .r . 

Now the RBI has called all the banks to terniinate 
the prasent crcdj.t plans by, Deceubar 1979« Those are to 
be fol3.ov/ed by new plans vri.th a. unifora period of thi'ce 
yoars.- (from 1979-80 to 1981-8 2),, The RBI has constituted 
a Rural Plaiining and Credit Coll in its office for the 
purpose of direction and super'dsioric. The new credit piers 
are e^pjocted to secure better integration of the functional 
and the spatial type. Either to as stated earlier/ the 
schemes were formxalated independantly and bound together,. 
Their credit estimates were- a simple arithmetical- cxercisen 
It is now rocogidsed that/ side by sidc/ idontification 
of technically feasible 'arjd econcmically viable activities/ 
estimation cf the number of units to be financed under the 
activity is also necessary. Vlith the block as the unit 
of geog.raphiGal area fb’r planrdng/ assessment of the 
resources of the block, and planning for their use has 
becaiie imperative. The preparation of the district credit 
plan should be through the process goiierated' frem below. 
Thus., identification of physical roscurccs should be 
studied in every block or for blocks in the hanogenous 
region/ specifying activities relnva,Dt to the region and 
these programmes should be further built up in an integrated 
mannf ’ for being incorpor' ted in • the Dis-’ riot Credit Pian., 
est'*''’' ■ '-hi ley t!' ■' ..y-.i,v.-e:;ip vdth th,- estj.matcd financial 

resources, , ■ ' ’ 



-v, ^ ,'J». , ^ >V*>A X'V.* js./ Ji. 'w •!. , Nw- -X. CiJL J. O ^ 

data relating to number of units to bo financed under the 
activity may ha^'o to be 'collected or estimated. This may 
be a rather compli dated task in the preparation of the 
credit plans. "Jnder ^the old credit plans/ .because of the 
lack of data/ credit estimates 'were made for the district 
as a \wholc. Whatever credit gap that 'was arrived at v/as 
calcx.i3.atcd for the entire district as a unit, Tts 
apportionoient amongst the indi-viduad blocks was not clear. 
Further, sane -crodib plens had not estimated the. credit 
gap, but they 'presented, orily an action plarx, whilo some 
other credit plans estimated the credit gap before 
formulating the , action plan^ The reason for not estimating 
the brodit gap, according to one vicw;,.wa-s that it was quit,:; 
wide and there was at any rate vast scope for extending 
credit without fear of reaching the saturation point. 
However, if the action plan is relatively small.' in relation 
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to Cl vjide credit gap, ^it is feared that it nay load to 
pressures on f-''.nancial institution. 

ereoxr ' ' 

Gaps-Selective 

A pproach 

According to another,,viev7, credit gaps tiay not appear 
to be so wide in relation to specific sectors of 
econociic activity, such as small scale industries/ retail 
trade and those agricijltural activities where possibilities 
are restricted duo to technical considerations (For 
example, availability of ground water, fam mechaniaaticri 
etc) If the obviously limited scope in relation to such 
areas is not properly estimated the danger of overfinancing 
caiinot be ruled out.o j.We have such areas available where 
near- saturation point has been reached. The scope of 
activities; allied to .agriculture has to be .decided against 
the background of the inf rastmicture facilities available. 

In case of crop production, which is the main activity in 
the .credit plan, the credit gap is truly wide in the face 
of numtrous needs. The cQ'amercial banks have still to be 
adequately oriented to canmitting more resources to crop 
finance while the cooperative credit institutions continue 
to function in the -craditional manner. Their participation 
in the exorcise of credit plan allocation, imp>lementation 
and direction has been rather passive all along. . 

' ' ■ fcr- ■ ' 

The commercJ,al banking system appears to be suffering 
from a dilema under vrhicli large and modi uni scale industries 
cannot bo denied finance without detriment to industrial 
production and the weaker sections of the .community cannot 
finance ivithout a serious sot back to public 
polity. The banks do not have adequate, resources tc meet 
total credit .needs of both. Consequently, priorities must 
be detemained. Should this task bo left to the . discretion 
of each individual bank and expect them to prepare its ov/n 
credit plan in tune with the guidelines, provided as regards 
appropriate priorities in lending? The current process of 
credit plan rang I s more of a dire^ctional nature. No attempt 
is seen towards determining qualitative allqcution of total 
flow of credit. Credit Planrj^ng involves an assessment of 
optimum ej^pansion in bank credit. that is permissible and its 
apportiomiont among various sectors and subsectors of the 
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econony in accordance 'with the p Inn priorities., as stated ^ 

ear ier^ if the process starts frcti below ax credit plan for 
the country as a whole may en-erge out of this exerexso. A 
ready raade blv,ie print directing am ounts to be lent to various 
sectors nay be found too rigid at the .unit levo3., I'^hile 
basically, planning of credit budgets should be individual 
bank's responsibility and nation' s credit plan should be 
dependent on it, it is conceded that individual bank 
should also keep in view Gcononiic indicators# priorities 
and policy objectives available while estimating credit 
needs of specific sectors. India ,is a vast country v/ith 
serious variation in sectoral needs and problens of . 
organisation and operations. Micro-planning is, therefore, 
desirable at the block level. The in formation that ho.s 
been collected, by the lead banks for the allotted districts 
can provide sufficient basis for credit planning for a block 
or a group of homogeneous blocks^. 

New Gui de~Li ne s 

The new guide lines issued by the RBI for the 
preparation of district cbedit plans .under the lead bank 
scheme obsen^'e/ in ..relation to the tissue of credit gap in 
the context of production loan, in the following manner: - 
"The difference between the Gstinated credit requirement 
thus arrived and the to.tal of allocations accepted by 
the different I'^-Xiding institutions in the district, 
indicates the g^ in crop loan availability frax the 
institutional resources. Banks have to take steps to 
strengthen their organisational set-up for this purpose", 

(Lex d Bank Scheme district credit plans-New Guidelines 
pagt.j-5). The guido-lin^s require that task of 

individual agency should bo specified at the block level 
in regard to crop loan. For other schemes its responsibi- 
li -ji m_y be stated in aggregate terms. 

Directiion and' execution of the plan, process, it 
is suggested, would reqviiro that planning and allocation 
also are doxiC blockwise. The schemes are however, 
specific and therefore, cillocatioi'a has also to be done 
schemowise to facilitate their monitoring. Tho picture 
of achievements in different blocks in relation to the 
target's sot would then become more dear. As stated 
earlier, the Schearies would be according' to the priorities 
but hero again finer distinctions may have to be made 
between one schcane and another because, v/hile cctiing 
to details, priorities within the priority sector 
may have to be determined. 





The District Credit Plan has also to be linked 
as stated earlier v/ith the development plan of the 
dist rict. Barring .a fev: relatively ind^,pcndGnt sectors, 
there are activities/ the financing of v/hich nay be 
directly depex.j''ent on the provisior, of infra-structure 
facilities thirough th-.- .t.re_l<oprcrit plar.^. 'l^ncg,: the 
need for linkage between the tv/o. 


V3' 






In response to the nevx guidelines the Block Level 
plans have to be prepared in such a v/ay that their 
operational utility is enhanced. All the Co-ordinating 
agencies should bo involved in the preparation of the 
credit plan so that it is loolcsxlly integravod to the 
district credit plan. Through this process credit 
gaps could be revealed in a more realistic r. arii.c-r v/hich 
can also be handled in a aorc effective v/ay. The 
objective underlying is that the present inbalance in 
regional development should be reniodied through noro 
equitable distribution of institutional credit facilities 
for execution of technically feasible and econcnically 
viable schenes that fekre drawn blockwise in tune with 
the accepted priorities. 
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Paper presented at the Seminar on Institutional 
Financing for integrated Rural Duvelopacnt conducted 
at the Vaikunth Mehta National Institute of 
Cooperative Managenicnt/ Pune-16/ during DoceViber 
21. 1979. 



A Case for Reviewing State Enactments 
Supporting Commercial Banks' Advances 
to Agriculture 

G aii# PAX 


CONSEQUENT upOn the nationalisation of 14 coaaercial banks in 
1969, banks were called u’ on tc extend sl-ort, medium and long 
term roan i . ra^-rs with the tv/in objectiv es of 

modernising agriculture and increasing agricultural produc- 
tion* Banks have fulfilled this rOj.e to a large extent during 
9 Year-, wndrng 19'/S.. has been breakthrough during this 

period in the agricultural production which increased from 
94*1 million tonnes in 1968-69 to 132<,8 million tonnes in 
1977-78. 

Security oriented lending policy with necessary modifications 
which was extended by coaaercial banks to agricultural loans 
enabledyall categories of farmers to obtain loans frcci 
caiimercial banks* According to data published in the 
Econaaic Survey of Government of India for the year 1976-77. 
"By, the end of January 1977 outstanding advances for 
agricultural programmes by commercial banks (short, medium, 
long tern) exceeded Rs. 1, 280 crores^i " But commercial banks 
^had to face real problems v;hile effecting reca/esries of loans 
in accordance with the repayment schedule from the farmer 
borrowers and dealing with wilful defaulter amongst then. 

State Go’:/fernnent and co-operative loans had priority by way 
of first and second charge on landed property of the farmers 
and coamsreial banks' loans had the subsequent charge. Over 
and above this, co-operatives were empowered to attach the 
property of defaulter borrower while c come rcial banks had to 
institute legal proceedings for recovering the loan instal- 
ments. 

With a view to remedy the anomalous situation in which 
ccone cial bar'’','' a istinct di'sadv .itage as compared 

to co-operatives in respect of recovery of loans. Reserve 
Bank of India a; jointed in Septenbe : 1969, an Ej<pert Group 
on state ; ncictments ha-^’-ir^' ?. bearing on commercial banks 
lending to agi'iculture under the Chairmanship of Shri R.K, 
Talwar, Chairman, State Bank of India, One of the terns 
of reference of this Committee .(Talwar CQimittee) was "to 
examine the provisions of various land reforms legislation 
relating to the regulations on sale of land applicable to 
lands coming into the possession of institutional credit 




agencies during the process of recovery of loans in respect oo. 
(a) categories of persons to vsiicci agricultural land could ^ be 
sold: (b) the price- of which land could be sold: (c) teasing 
out of land tenporarily; (d), sale' of fragnients; (e): righc of 
pre-emption of adjoining land holders etc./, and to iggest 
anendnents of administrative, measure, for safeguardin.g the 
inter st of the instituti ■:nal credit age cieso" 

In pursuance of this term of reference, the ialwar C 'j-'minittee 
reconmended a Model' Bill — ^The i'.gricaltural Credit Opi. rations 
and Hisc,_:aa::'iC‘Ou-s P;ccvasionc (Banks) Bill 1970 for adoption 
by all States and Union Territories . with modifications, if 
necessary, to’ suit tenancy lavjs already in existence in the 
particular State.. ' 


ds on date, 15 States have adopted this Model Bill — "7 States 
and 9 Union Territories have not passed the Billc There are '■ 
deficiencies in the laws passed in the States with the- result 
that the emerging law is found to be largely ineffective and 
of inadegaate assistance to cammercial banks in their lending 
to agricultural sectoro Sar^e of the drc.wbacks of the 4odel Bi31 
and State Enactments are as follows:- 


1, The word ’agriculture’ has been exhausti-^T-ely de'.''.i' .;.d in 
the Model Bill, but a full coverage has not been given 
in this expression in many of the State enactments ,r ecg. 
agricultural activities such as dairy faming has been 
excluded from definition of the v/ord agriculture '’.a some 



7i.lthough the Model Bill provides for alienation of land i: 
favour of commercial banks to secure financial assistance 
graiited to agriculturists, sane State enactments still 
make reservations, particularly, with regard to lands 
held-. by marginal and small faruc-rs as also lands held by 
.mieiibers of the scheduled tribes and castes* 


Although, 'the Model bill provides for a charge being 
created by .a declaration, the '"^es-t Bengal Law on the 
subject for exanrle- provides for a mortgage to be ere. 
ated by a - dec iar ati on # 


There ’.i S', no provision in the Model Bill as also in many 
of' the'i State , enactments for encumbering the proport.y of 
the „ gu^arantoirs , 


.in, the, Model Bill whether a charge ' 
of a bank could cover an existing 
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The Model Bill provides for priorities of charges between 
the Governijient, co-opex'atives iricludxng land developrient 
banks and caaniercial banks and generally gives priority 
to that charge vvhich is prior in point of time. The 
State Governr.icntS/ however/ usually seek to give- priority 
to the Ga/ernment claims not merely in respect of land 
r'Jvenue/ but also in respect of all "uch governnant dues 
as are rec:: i'ivi.rrears of lariia revenueo 

7. Concessions regarding stamp duty exemption/ etc., being 
gc'a - ly raore lib^xal i^. case of co-operative ioans/ 
agricultural borrov;ers find loans from conraercial banks 
costlier, 

8c. There is no provision regarding autmatic vacation of the 
charge. 

9. The Model Bill does Jiot provide fox- recovery of an 

agriculturist’s dues freXT. the guarantors through the 
prescribed authority/ wdth the result that the banks have 
to proceed against the guarantors separately in civil 
courts while their applications for recovery of the 
dues from the principal debtors night be filed with the 
prescribed authorities. 

With a view to remedy this situation arising out of either 
defective imp lemon tat ion of the Model Bill or non~ii:iplen.enta~ 
tion of the Model Bill by sane States the Model Bill itself/ 
ivgricultural Finance Corporation Ltd./ thinks that there is an 
urgent and immeidatc need fox' some kind of uniformity in the 
laws passed by State Goverrmonts. IJPC has, therefore/ set up 
a Committee comprising repx'csentatives of Gotf-orrsient of India, 
Planning Cainission/ Reserve Bank of India and CQinerci ?.l 
Banks and list out difficulties experienced by them anc, make 
suitable recommend ati one to overcome these difficulties for the 
consideration and necessary action on behalf of the Go-^^'ernnent 
of Inc' ,a find State Go-',’-: rn’’ . nts- 


Sc-”-' ■ .'- ..a j„.r-;.cen'-_J : semincr on IiiStitutionai Fj.ne.nce 

for integrated Rural Development conducted by the 
Vaikunth Mehta National Institute of Cooperative 
Mariagciiient/ Pune during December 27-29, 1979. 



the reserve bank of INDIA, COOPERATIVE AND 
economic GROUTH IN RURAL AREAS 
(A discussion note) 

by A.D. PURANIK 

1. The Resei\B Lank oF India is assigned a very vital role in 

■ ■ y . 3Gc.no mic growth in rural areas. It communicates its 

viawB and, •recommendations for implementation of rural riguelop- 
m-mt sche.mes of different types through the Department of 
Gbbperation of each state and- the apex level institutions like 
the State Cooperative Bank its well as the land devoid pm n t b..-in k. 
The Reserve Bank has chosen these mediums for ensuring action and 
compliance with its circulars and recommendations. The raason 
for .this is that the cooperative credit structure as well as the 
non-credit societies are entrusted with the responsibility of 
organising various aconomic activities. As a result of sub- 
sequent changes in the policy of Qouernment commercial banks 
are also brought into picture for the purpose of initiating the 
process of economic: development in rural, araas. Honce, the 
Reserve Ban'k has also chosen this medium for initiating action 
and compliance with its views on rural development prenrammes.. 

The Reserve Bank is the bankers’ bank. Naturally the 
government has taken a decision of effecting coordination and 
regulating' its activitif.s in rural areas with the help of this 
bank, : ' ■ , 

An attempt ismadc in this note to throw light on the 
inadoquacy in the government policy of heavy depend,. .ncc on thj 
Reserve Bank in initiating the process of economic nruoth, in 
rural areas. 

2. '.ns process of ecunpmic development or growth is .made 
dependent on the timely and adequate supply of finance to 
individuals as well as cooperative units in rural ureas. 

w hecaivL. Lcnk in the process of evolution of 
guvornmant policies has been able to arrogate to its.-, If a v.r.ry 
high level of ■ compstenco and wisdom to determine the basic 
parameters of rural development programmes. Broadly speaking, 
tho Reserve Bank tries to achieve four objectives in this 
context. . 

a) Dotermin ..^tion of loaning policies and tho structur.. of 
interest rate of various credit in stituticn s. 

b) Determination of the basic outline of the recovi’i-y 
programme end procedure. 

c) achievement of a particular ^laval of p’erfo rmanc •,'3 on the 
part of credit .supplying institutions with refer:. nee to 

. ' norms of financial discipline as well as the calculctions 
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d) ‘Dotormination of tht. basic outline of tho policy for j 
ansuriny safucy of funds and maintaining tha g 

confidoncu ofadepositors. Implied in this is a uell 
. deyeloped pronedurQ of inspection o-.f financial 
opBraxions of all these institutions, 


3, The monopoly position of the co op;.r ati uc crudit struc tu 
and the regulate ry. and promotional role uhich got assigned j . 

to the Reserve Bank has‘ established an inseparable link 
betueon tho, two in ru ral , arij as- In addition to it 

e'.xpcctat ions from cooperative organisations based on idolog ica!r***%si^ 
considerations: have also persuaded' the governm nt to fulfil 
them in a satisfactory manner uith the help of the Ruenrve r-'^*** 
Bank. , ' ****ii^ 


■ It is ncces.sary in this context to make on evaluation of 
th9' performance of thy Reserve Bank in achieving its o b jeeti 
of initiating the process of economic gruoth in rural areas. 

4, Tho entry of commercial banks in rural areas on the 

ground of uneven -spread of cooperative credit structur- and the?««*(^ 
rccuirements of financial resources in excess of the supply g-r ^ 
of financG by coofurative credit structure has boon treated eCs Zjf’ 
a uelcome development both by the . Go ver nmont of India and the 
R-; serve Bank, It is assumed that the credit gap could bo 
bridged by the commercial banks to ensure continuity in the g ^ 
implementation of various schemes in rural areas. Kt.eping the 
objective in mind th,,. reserve bank has' been devoting its atton-®**^ 
tion to introduce ori-. ntation in their policies to suit the rBr|C^ ^ 
uir^rfnts of rural schemcn. In addition to it special 
guido_inc's are el^v^ ieaued by the Reserve Bank aioimguith 
several measurre (Load Bank Scheme, Credit Guarantee, Schemu, 
concossional Finance Schamo) to str'engthon tho op. rations ^ ^ 

w ' ww. n.o.w X u u- uciiiks xfi xurai areas# 

5. The existing coopcrotive- credit structure and cornmcrcial 

banks arc tha tuo agencies through which the- bank finance ^ ^ 

is to be madeavail-.'-blr, to the farmers. The Rise-rva Bank ^ 

tries to regulate thu activities of these two agcncia.s in tho ^*^**^- 
follouing man nor, ' ' 

So far as CQrnm..rcial banks are concerned mentioned may be *^][^**^ 
made of the fol'louing poin t s 


. A. 

rr 


a) Commercial banks are not under obligation to earmark 
a potition o,f .their resources for .the ueakcr suctions 
to 'meet' thuir ; l,o£in requirements on priority basis. 






3 


b) Tho status of "load bank" is giwen to coriiiricrcial banks 
in Q u -r V d 5 str ic . for unquirinQ coordination in the 
loaning poliuxas of various institutions as ucll as for 
idont; Tying the aroas of d'- uelopmon t. 

c ) Important innovations like farmer s servico socioty 
and rural bank are to be introducod under tho diredt 
guidance and supervision of commercial banks. 

d) fbst of tho hRDC schemes are to be initiated with 
tho help of commercial banks in different parts of 
Country. 

e) The right to roject a loan application by a 
commercial bank is kept intact in case of commorcial 
banks. 

All these points uould throu on the pattern of relation- 
ship betueen commercial banks and the ResETve Bank. In 
contrast to this tho cooperative credit structure is dirnctly 
and more tightly rsgul^.tcd by the Reserve Bank. For instr.nce, 
the district central cooperative banks have to Cs-.rrnark a 20% 
of their loan resources for the ueakar sections. T ,a■ 
district cantrcil co cp.,.r ati ve banks are also subjjctad to assess- 
ment by the Resorvo Bank uith reference to the concept of 
banking norm as uull as the concept of diversification of ttu ir 
loan port-folios. Thu objective behind the Rusorve Bonk is 
enable the district central cooparativo banks to maximise their 
earnings by spreading risk of loss over many schemes in the 
rural areas. SuriouE objrctions are else raised by the; 

Resei c Bank in r: : .;t “I" n , n-cu mpll one n b'; th.. State C,. operative 
Banks and the Disi.;rict Central Cooperative Banks uitli various 
circulars and g idolinus. This is T i -sharp contrast to the 



The differonce in the approach ds uoll as treatment has 
ito origin in the assumption that the commercial banks in 
possession of huge resources have to bridge tho cr.-.dit gap in 
rural areas. Thu tacit assumption is also to be noted. The 
Reserve Bank tends to think that bridging tho credit gap 
uould accelerate economic orouth in rural areas. 

6. Tuo important points emergS out of the analysis of the 
difference in the trc.atmcnt , mated out by the Reserve Bank to 
commercial banks and cooperative credit structure, 

a) Tho cooperative credit structure is tightly rogulat. d, 

b) The commorcial banks are largely left unregulated. 
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■' This difference in the treatment CDp'-'crs unconvincing 
becau-e o f th s- c; in the thinking both of the ^ 

Re SB r we Bank as ueli as the government. On the one hand it is,*** 
stated : that coc aratives have exper ience and better f amiliar it^»<# 
' : v -'.rvc other '-:'ciri:'ii3:;cial banks havin^gjll 

no sattsfactcry familTarity with, the rural environment are 
entrusted uith greater responsibility in an unregulated manner 
in initiating the process of economic de velo prnsnt . This is 
entirely dua to the assumption that bridging the credit gap 
is the factor which would promote economic development in 
rural areas. Another point in this connection is that 
bridging the credit gap is equivated with the need for 
entrusting greater responsibilities to commercial banks having 
un sati s f uotory familiarity with the rural an/i ron men t. 




Two illustrations would clarify the point. i 

a) The innovation of farmers ser vie e. co ope rative ■ soc ie ty * 

is handed over to the commercial banks for imple- ‘ 
men tation . ' 

b) The formation of rural banks is also treated as a 
rsspansibility’ of the commercial banks. 


Thebe two po 1 ic y ' me asures clearly indicate a virtual 
lack of confidence on the, part of the Reservo Bank and the 
Govtirnmant in the ability of cooperative structure to deliver 
the goods in this respuct. floreovar, tho managerial 
parsonncl of the commercial banks having no familiarity 
with 'ural onviornment ir also treated a' vary useful in 


runn : 


•h. 


:.A. 


situation would' be that the' Reserve Bank ii 
and adhoc appro -ch in this vital sector of 


" 1^0 jud gc;!.!;,.. 1 1 on this 


: having an arbitrary 
rural areas. The 

.... ou iiiu pi ifiicii y oo-iaaios to cornmerci al^ 

banks further confirms virtual lack of grasp or rural areas. 

The scheme for strengthening the weak central cooperative banks 
and the decision' to transfer primary sociutios to commercial 
banks to put the. mattor bluntly is contradiction of, grave 
nature. 


7a , Broadly speaking, the approach of the Rr.scrvs Bank 
aims at helping the cooperative credit .institutions as wall 
as commercial banks in minimising the chance, of financial 
collapse. The insitan'ce of financial and ban;l<in g norms and 
a papticuia-r type of recovery procedure proscribed illustrate 
this point. The assumption on which this approach is based 
centres,, round the theory that timely and adequate supply of 


¥ 

¥ 
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finance in a regulated manner is the foundation of economic 
grou 1. Ther'-. ia nothin urong with th; c assumption by itself. 
But tnu genarox j.„iH--'^ciori that one forms from the thinking 
of ResoruB Ban’’ is that finance is treated as the only p 

; .1- r- 'ten t ^.-ntor either limiting or expandinn opportunities 
for grou'cn. ims excassive emphasise on fin<;.rice is a crucial 
point in undurst and in g the limitation and inad,.quacy implied in 
the approach of Reserve Bank. 

So far as the rural area is concerned th .re are four 
major points to bo considered. 

a) Thr: Government lias taken a decision to teckle the 
problems of uuaker soctions in a particular manner. 

For inst anc e j th G ' pro blems of small f aimers and 
marginal farmers and agricultural labourers have 
pecularities not found in case of othur categories 
of formers. Hence, special adiiiinictr..tivij measures 
and financial provisions particularly in the form 
of varicus typos of subsidies arc inuroduced to 
enablo the coopEratiue credit structure to provide 
finance to the weaker sections. In ciiis context 
ono fuels that different interpi'etacions are put on 
the concept of financial disciplino red norms 

of fin.ancicil opurations,- 

b) Ms the Reserve Bank has considerable say in the 
matter, a continuous conflict and lack of harmony 

in the operations is experienced in thi: implementation 
of various schemes. For inst.jnca, the uovarnmunt 
.1 ar i:,. f'-Vnkt in terms of qu.ck supply of finance, 
while Che Reserve Bank thinks in txrms of disciplined 
sup; y of finance with r furonco to its norms. 


At the grass root level governmental agencies arc help- 
less in getting the schemes started as p.'.r schedule largely 
because of thi lack of uniformity and coharcncc in under- 
standing of tho concept of financial and bonking norms. A 
Complaint by the go vernm..-, nt effic-., r in charge of the 
implcmuntation of the scheme either get solved or diluted 
uhon discussion between the Resoruo Bank Officers and 
government officers at the higher level takes piece. This 
l...ads to considtrahly delay oven in starting a scheme. 


6 


c) The dolay in sanctioning the .loans uithar by 
the aistrict central coopefatiue bank, land davGlopmGnt bank 
or a branch of nationalised banks results in rotarding tho ^ 
nro'^pants of imurovamont of income position of the ucakcr 
sttuuxuiit). un^ cuiritiS across a disturbing point in the d iscussio'uf^ 
uitr, officers and non-officials of cooporativc credit institutiC^n 
For instance, some times a loan application is rejected on the 
ground of non-feasibility of a particular scheme. This is 
largely duo to poor infrastcrral facility made availablo to tho 


largely due 


uhilcr ins istii 


ueakorsections in rural areas. Tha Resorve Bank uhilcr ins istiiij 
on obseruanco of financial norms has neuar boon able to psrsuadp- 
the government to creatG infrastructural .'facilities for 
the uoakarsections on urgent basis. The result of this ^ 

situation is disturbing. It becomes difficult for the ^ 

cooperativo credit structure to sanction a loan because of the . 
compulsion of strict adherence to the circulars of Roserue Bank? 


As the rural douelopment schomos hauo their o un 
logic of oporations the Reserve Bank actually comes in the 
Ui-y of their progress. For many rural development schemes in 
narrow banJsing concepts of urban oriented nature cannot be 
applied. Hence it Is wrong to exp.:;ct tho Rcs..;ruu Bank to 
initiate the process of economic growth in rural areas as per 
schedule prcparv.d' by the governmental departments. 


I' 

the 7^ 
Banki^§ 


bB 

s per *¥ 

to Icvol^ 
grammes. 

y 


The Reserve Bank is also expwetad to help the stato leve 
governments in implementing their tribal dov..,lQpmunt programmes 
*ho unique pecularitios of the tribal economy have to bo 
taken into account both by the government a.s well as the 
Rusg. /e Bank, in this ccitcxt it is foil that the requirements 
of consumption finance of tribals as well as the great flexi- 
bility of operations by money-lenders arc not pi'op'.rly con.si- 
d .rL.d by thr. Reserve Bank. The type of fl.xihility that is 
requirco for creating the cooperative credie structure as an 
offcctivij alt rnatiuc to the institution of inuri; y- 
londejrs and trariers can never be achieved if th, Ri..scrvc Bank 
sticks to mechanical adheranco to financial norms. The type of 
special concessions and flexibility approved by the Reserve 
Bank cannot be said even to touch the fringe of th.. problems 
faced the tribals. , A committoe on consumption finance: has mado 
certain recommendations. Theso recommendations hc.vc not bo 
adequately . appreciated ■ both by thu Dopartm.nt c f Cooper ation 
and Reserve Bank. ' For instance, tho field survey conducted 
by the Uaikunth Mehta National Institute of Coop.rativo 
Managomant under the guidance of Dr. G.Ojha on behalf of the 
State Cooperative Bank-of Waharasthra has reveal. ,d the 
total luck of special involvement on the part of tho 
Reserve Bank in this vital problem of tribal suoply, there is 
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no spocific guidelines of commital nature iGsu..,rJ by the 
Rose JO Bank in this reg rd. On the contrary it is largely 
loft to th.^ coopotatiue credit structure for iinplurnuntation. 


9 , ■ ro blorns 0 f undo r-dc uelo Dod re.glons in India are 'wfi 

unique in charsetor. Inipropi-‘r divorsif ication of agriculture 
and uxclusiv. dependence on one-crop oconoiny .-O; . some of the 
problems which are large enough to be outsid.., v.'r, . narrou think 
ing of th.^ ReSwrvo Bank which insist on o b3:..r"Jenc e of con- 
uuntional banking norms. The numb:_r of varia'-l. s ri-sisting 
thu schemes for improving tha rural economy is v..ry large. 

The Rur,..ruo Bank circulars just do not r::.flact oven in the ^ 
margin el manne r the complexity of the probolro. iience, it is 
bettL..r that the cjou rnmcnt evolves its own n.., rms of work 


£ind reduc s its un justi fi able dopcndcnco on the Reserve 
Bank in this respect. 


10. At present finance is supplied with a viou to enable 

the farmers to purchase typos of assets. Insurance of those 
assets is of paramount importanco in helping the farmers to 
have continuity in th^ir economic o per etion s, ihe Rosorvo 
Bank is remerkably silc-nt on the implic;^tions of this aspect. 
The insurance schernos dovoloped by governm.uio roid 
other bodies think in terms of paying coinpenoation to the 
farmers in case of the destruction or d^ath of its assets. 

It is n..c .ss...ry to work out a scheme of replecerrion t of 
assets. The ReSerVe Bank cannot contibute substantially to the 
evolution of this type of scheme. Had it been on , th-r econo- 
mists in the R.^s.rvw Bank would have long bank considered this 
problem and offered solutions. This is a major lecuna in the 
eppteach of t'ru, RDsl.rv.e Dank. . 


In the light of this analysis it would be clear why 
n ■ i 'i ] I not D... suitable apenry ■"'or initiating the 

process of economic growth in rural ar ,as. It is necessary 
that the guv rnm.nt takes the docision to uinci up its role in 
rural arc..as bcjcause of its inability to go beyond the limited 
thinking of financial and bonking norms. It is nec._ssary that 
the governm nt and the cooperative credit structure together 
dov-elop .0 nuw approach towards rural dovulopment schemes. All 
the variabl s which upsets thw governm.nt sch can be adequ- 

ati ly controlled if the shadow of narrou banking norms is ro- 
movi,d from th,j rural ar::.c.s. T|ic huge resources of commercial 
banks having no familiarity with the rural or f.s can be 
channelised through cooperativo institutions under the- supervi- 
sions of govc.rnment. Hence, both the Reserve Bank ns well as 
the Commercial banks should be delinked from, the process of 
economic development. A proper multidisciplinary approach would 
go a long way in helping tho’ rur'.al areas. 

SOURCE S- Paper presented at the .Seminar on Insitutional 

Finance for Integrated Rural Dovelopment conducted 
by the l/aikunth, Nohta Nat ional Institute of Cooperativo 
Flanagomont, Puno, during ' Decomber 27-29, 1979. 


Integrated rural-urban 
development 

V.K,H.V..«AO 

DfwCor, For HOel«! & E«>as«k Clamge, BanjtiiSm'e 


Sti'ora-; wc start latking about a nationsU policy for 
integrated ruraf-arbsn developMeat, it is neces- 
sary to have a dear idea of what Is meant by In* 


frustration, and. satisfaetiotr, Wpleisness and ipclf- 
rctiancc, which also make a significant coRjrihution 
{« the quality of life. 



tcgratcxl (levdopmciit*. 

Development has several objectives. One is .the 


Wc may smii up these major sAJcctiveis of develop- 
iiient all of which have been accepted by the 






IP Si'^U ifi'-Hi toe latol 

«v*rilaM® data om. yield per hectare of five major 
period 1975-76 to 1977-78. as can be 
»es» itofi Table Z. 

• That tbo prqpfortion of the rural populaUoa 
below the poverty line has not dediiied in spite of 
the inasrivc increase that has taken pl.ncc in agricui- 
tuml production indicates that rural development 
has not been Integrated as between income groups 
and in tortm of distribution, This is seen from 
Table 3 taken from the Dubhashi Memorial Lecture 
deli wed by this wiicr in January 1978 under 
die ausjfiees of the UniV'. isity of Poona. 


is ^sc of eiisrsdi., 
while ift tile cijs« et pulses, tbere h ita actiitd dci’IJec 
in prcditofivity, Tl:ie?»i bas bets & pbersswjattl ‘n- 
waw bi iljc iiivcattiicrd on. In^tibtt und power 
and ist Ibf- litpsit of water, pumpiicts, KrtiihiCf'-;, 
iiigh- yielding varkdic'*, and a|?’iailtyra1 cs,5«issy.n 
services, tbe In#, srl wiweli J»r» ij«en direideii to 
ccwnliJ. liat iliui tes ,}s,i» ^wutei In an IntoKjiati'd 
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|{ is also cvkifiU that titc quality of life for two 
cosnmon itsau in urban areas leaves nuich to be dcsirctl. 
Tfius, at the beginning oi' the Sixth Plan, tlmt is, 
19711-79, 17 ptir cent of the urban population in 1029 
icwiB out of a tol'al of 3121 Umns in the contJiry (ii<l 
not have prottctcii water supply.. Besides, the ■ wate», 
supply scJjcmcs in many towns, even where inataUed, 
arc in need of improvement and expansion. Only 198 

KURUKSflETRA Scptcwbw I, I9«0 


Between proaucison and employment, is shi-» seen 
from the rnassivc Sgure of the estimated numiwr of 
rural unemployed anti under-employed iti 1970 and 
its increase in I977>?8 as cars be seen from Tab-lc 4 ■ 
Tasu 4 

{Figures i/t miiliom) 

. i’«}7p:,l3 ■ ' wn-H 

Unemployed liiroughoui ths year I V3 I ■ i 

Unemploysd throughout tfie week 7 04 y i 5 

Unemployed part of tbs week • s ift 4 / 

TTtat rural develop nent has not been integrated 
in terms of tlie quality of lilc is aguifi aviu.:ni iu/. i 
the new stress now being kid on ba.sic minimtun 
needs and the lack of prrtttblc drinking, water facili- 
ties in 123.0l«i vilkge.s out ol ludiu‘s 37t>,b(iU vilkgcii 
and is borne out by the steady drift cf people from 
rural to urban areas. 


P't.lufc can be obiahtcti the number of persons 
who are applicmls on the live register the Employ- 
njciu l;lxciiangcs. Even if we concede the presence of 
a puiviy staliHical dcmcnl in the time scries bccausq 
of the «>t;tltii')i’,i!cn>. of ntorc employment exchanges 
rnti aw.-srcncss ol tlic facility on the part of 

•..,mp!fi>ini,'r,!-:.cekcr'. and also make the assumption 
i based i'-n 4ui!if,s coiiJucta! by the Planning 

CVminiission <"irl rh.- i}ir«',o)iitC'(jcncra! of llmploy- 
mcistt cedv 5<i pci cent of the applicants are 
ticUtjlh iaieitipiMvvd. tise figures given ixiow of regis- 
trations. phiccmciils mi educated job-,scckcrs clearly'' 
,iidie«de. t’ic failure ut urban devoUipmcnt to soive the 
problem of 'rban ■.metnploymciit. 

1 lie vii'eci of this fidlui'c to deal with grow.hig urbiui 
iiiicmploymeni is tilso rellectcd in the higlwr and 
hicrcfisiiig IcvcSs of popnkillon percentage below the 
poverty line in urban ureas, widening and growing 


ncfi inle^rued with the other deveioptnent objectives 
which are set out in the Plan documents beprining 
from the First Platt which came into operation 
nearly 30 years back. 

UrbaE development 

itkN we turn to urban development, we find 
substantia! results achieved in terms of increase in the 


RUAN devclopntcnl has taken on an ei.c« more 
uiibalaitccd form than rural developmeht as can be seen, 
from the higis proportion and the higher rates of growth 
of the big nwtropoiimn centres and larger cities, and 
the knver proportion and the lower rate of growth of 
the small and ma.iium towns with an actual decline 
in iibsoiulc terms in tlie ease of towns with population 


the general index of industrial production has 
ased from iOO in 1951 to 170 in I960. Between 
I and 1970, it has increased from 100 in 1960 to 
in 1970, and between 1970 asid 1978, from 100 
>70 to 14S in 1978. There has also been a very 
antial increase in the service sector which is largely 
cd in the urban areas- But this incrctisa in pro- 
ion has not been accompanied by upprtrpriatc 
cnientation the ■' 4wr dcvckm.rjenfal objectives. 
1 there hsjs been a si|^ihaitu mctcase m liic ciiii- 
d number of unemployed und undi " employed iu^ 
urban areas as can be seen from the folkwing 


Tasi* S 

{Bgum in mltikfns) 

gar/ iwwi'"' tmm' 

nptoyeii fhtoughatn tho year 3 88 2-37 

snployed throughout the w(*k 2 *41 3 IM 

npiayod part of the week 3 '24 4 W J 

1 terms of percentage of the total wot king lorcc, 
: percentages are hi^cr for the urban arcus than 
the rural areas. Another indication trf urban un- 


----- 

2*37“ 

2‘4i 

I'lM 

3-24 

4'I»J 


pioneering study on Indian poverty, the incidence of 
poverty is hlghcir in uiban areas with the urban popula- 
tion siiowing a higher percentage bckiVv the jKwerty 
line than in rural areas. Aitd this tendency has been, 
growing sitice 1961 to which year their study referred. 
While 1 have not yal made a study oC the trends in 
urban poveiiy.on the lines If have made for rural 
penerty. indirect evidence is available of the higltcr 
growth of the poor in the urban areas from NS;» data 
on urban consumpJi*.- s expenditure. Urban dc.ctup- 
inent has not certaimy integrated with growth the other 
eomponents 4 deveiapmeni; such tm employment, m.d 
vuc'al justice including the orderly growth of urban 
areas by population si/.e '.(iid the creation of a continu- 
ation rfmong them. 





iaim il dfiiy |«fii%: t}» pop-iilatiiM tirrfai being only 
about 2? per cent of the miiaa |>opii!atioii/ And tue 
proWeifi ol’ collectiiiii iifid ciiisficisal of ?^olid ban 

been incresising in tfie iirfean al an alarniivig rate* 
particiiilarly ifi cities with large popniaiion* Slums 
kwe ton growing fost iti the iirliaii area^^ v^merMy 
in the big cities unci towns, the csliiiiates of ilie Fleming 
Coinniission placiof liie slinn-dwclIcTs at ncari/ one- 
fifth of fhe total . popiilatbi'i cifid lia.viiip projecled to 


d’ dsi" •^;p;du! coni^idtf" 

uliom, %vc laay look ul the uh:^ ciiib’.hicatioit of 
meril:c by iii'baa ureast rum! arms* and in tte 

country a's a wicolc.. llie foIli>wiiig table gives their 
pcrceiilage U> flic relcvcini popniaiion of cacli size class 
of hu!mui in the couniry in l^>7L 

It w1;i be seen that while only cent of the 

n.rbai'i popylubim lives in scttkincfil oC population size 
Ixdow 5000', fhe corrcspcnicfiiig figure for the rural 


7miM 
iPlmimt |j? 

Piaeemmts ' 


Ti)iai mpii 
regisiers 


No, of ffkeaied 

Moiriaui <fcs Umkrgra‘> Orn'kaP^s 
(imres md abtn-r 


1961 

3130 

404 

IS3.1 

464 

70 

56 


nn 

50? 


619 

204 

94 

1976 

5619 

497 

97H4 

im 

125$ 

1020 

1977 

5325 

462 

10924 

%im 

1472 

1179 

197#, 

6143 

•^’^462 

12678 

3515 

1613 

1349 



number around 36 miUicw by 1981 


Power breakdowns and water shortages arc now 
Ixscoming a common feature of the urban life-style. In 
fact, while a minority of the urban populnfiwi dcses 
have in fact the g<x)d life-style supposed to accompany 
orbanisaticai, the majorily have a iife-.'tvle which is 
compounded of the worst fci -ures of rrhai!!« tt‘or;, tu i. 
the quality of life of the isrten poor is even worse than 
that of their rural brethren. ■ 

. , Integration in development ■ 

ttys there has been no tnlc^alion in development 
either in 'urban or rural areas and the development 
ol’Jcctives hentain unconnected orgarjicaily m even 
programriie^ise. 

Integration relates to natural resources, human 
resources and the spatial fector. As we are going to 
deal wtth a policy fes* integrating rural and urban 


population is 87.4 per cent. Taking the rurai and 
urban population together, the percentage is 70,2. 
Rural population in settlements of population sikc 
above 10,000 is only .5.1 per cent, while the corres- 
ponding figure for the urban population is 94.8 per cent. 
Taking the rural anil urban population togeiher, the 
o fcentage is 22.7. It is .rtainiy a gigantic, if not an 
aiinost inipossihle task, to bring about integration in 
the development of settlements of such vastly varying 
magnitudes of population sire. One can only think in 
fenns of some kind of a continuum, but even this is 
difficult, for. taking the urban and rural population 
tof'cthcr. (he lowest four categories with popuhitioin 
below 5,0(K) account for 70-2 per cent, while the highest 
category with population above 1,00,000 accounts for 
as little as 9.7 per cent, fn the case of rural arca.s, 
the lowest three categories with population below 2,000 
account for 63.7 per cent, while the two highest cat®- 
porics with population above 5.000 account for only 
1 2.6 per cent. In the case ei urban areas, the lowest 
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llmx l^^qKthxkm Ix'i^.s 20 'iHH) -.lU'Uillsl 

for only I6J per mil. while the bigfitM rtileyor) with - 
popii!;i!iori aboM’ I.QfXdiWl iiWAiy\h nmeh as'. 

55.8 per cent, -ft h clear liikii even if we Msualbc a ■ 
cofiliBiriirii anuHig the .sctllciBCiils of ilillcrent popiila- 
iion si/cs, k w ill he iicce^^^ary to plan for a nharp retfiic-. 
lion in tlic loweM of categories in the ease of the rufal ' 
popiikition and vl the highcsi caicgories in the ease.' 
of the urban pi^pnlatiiirn I'his is icrtainly not an casv 
pfojiosilion to iiiipicnieiif. 

A III; inwBi LM of integral iin! !vis v.hr. fr be facet! In 
icniis of ific cwupationul dislribuliori of the lairai and 
urban popiilatiim' in Ik country. Table % y‘vc,. d-.- 
percciiUigc clistrihiition itrlxin and ninil nnk workers 
in 1!)71 (women workers arc faleii aecontti 
kcaiisc of liii* change in cen’o-'- definition of 
hetwecii 1961 aiul 1S^?I which pflinarily alkvteil the 
&tatblics of \¥oiiiefi w'orkers m 1971) by brc^acl 
c«iipalio!ia! calegaries, 

. Taiiij; %■ 

(Fiimm mr fa m fmifi nmk woikirn 

Cai€g 0 ry 

Agrlctilmre & allied aciivltier" ^ - 

Manufaclarlrig & pOMsdng Indudfrig 

mining 5 .9 

CoiKtnictioa ■ ■ 0 .| 

Trade and coiiimerce 2 *7 

, Twaspon and steerage and cornmnnl* 

cation , _ 0 .9 , 

Other sefvioe'i , 5 


II «5 

29 4 
J 4 
21-4 

10 -g 
23 *3 


rk OLtupafk*na1 »4' the iais» f habo'i 

in''19?.l by caWgoikw td ftcpidauoii si^r 3> in 

Tiri.dc 9. I innv not been nhlc ic. Im tip h;ouls on 
sifiiilar f?gyrcs for ihc rural prpulalkai. But I !iii\’e 
compyied similar figures fin' 245 sample ^erky.cs in 
'.TumkiM* District :ol Karnaluka Stale wfwiv an itikii>ive 
stu'vcyv has been carried out during ihc iasf Ilmcc years. 
IlKOic. figures are pwn in I'aMc 16. 

It will bc.scen flial llierc is soiiu* eoniiniiuia klwceii 
the urban, seitlcrneiits witii pc^pulaUon below 5»000 and 
rural scUicitienfs svith populafinn a.bovc 24100 in the 
liimkiir villages if we take Ihobrouil categories 

of primary, secondary ■ h 1 Icrliury acdvilic% .,5s c;m be 

■ ce frciTi Table 1 !• 

In fact. riiUil sclt'kineiits with population ske of 
hjMlO have a lurgcr urban (x:ciipafjona! irattcrn 
Ilian, the Mrrdler tillages, while urfsin scttlcmcnls of 
47x Mcwv 5i)0Cf have ii large rural pattern liiaii t!io 

■ -kirger towns am! cities. ..This gives credibility to the: 
possibility v>f integration between urban and fonil 
ret dements with a population ^ho of ssbout 5 , 000 . 


w E CAN now turn to the subject of ruTiilurban, 
relitions and the diclsotomy that has developed iKtwccn 
these two .sectors as a result of or in spite of the deve- 
lopment we have, had during the last 30 years. The 
report oi the Riifal-i.irban Re'), .Sion J.iln Conimillcc 
i!ppo!i!tcti by the Health Ministry of the Goventment 
of fndiu iws this to say on the Kubjccl fJonc 1966) : 
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7*30 

19*S7 

20,00049,999 

19*43 

1*90 

21 *95 

1*90 

2141 

9 '65 

21 *56 

50.000.99,999 

12 ‘34 

. t.m 

24*33 

i*4a 

23 '62 

10*74 

24-41 

1,00,030 A shove 
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:kV47 

1*5! 

21 *5» 
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Tabjjb 10 

M»te Workers -1971 


yim 

f, ... 

Agricki* 

idikdac'- 
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mrim 

4im 

naik 
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TriWimm 
mrme md 
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XJiAaoKA'UNO Oil Ihis aHcrnatsve mouci oE aaman 

setdettjent, they poinscti out tJiati it must bo an organic 
one, so that clcmcnK like {cchnoioey. production, 
ini'eastructurc, ^iivltcr, family, community 
ifsociai services, govcrtiartcc, etc., work in unison and 
do not go isayw'ire. FuiIIkt, they must work withilt 
liio limits set by tfic corresponding demographic 
proditction, resource, social technological and 
administnsliye systems, all of tvhicis must bs integra- 
ted veiltcally as we!i liorixontaliy. 1 would draw 
particular attciilioji to live need for stressing liic hori- 
ontal factor in Integra!: n, a i’Kjint fo which i shah 
revert later. 


fategety 


Primary Seem^try Tertiary 


Urtwi seitiemeate 

(Population below 5,0C0;i 
Rural setfieiJWKts 

(Population above 2,tCh) 


“in this ccHintry, thinking on this subject lhas 
imfortunatciy been Ixith scarce and halting, and, (sr- 
tainly very often slercotyped. In affluent socieiies, 
however, consisJcruble thought has been and is biing 
given to eliminate the ■nffcrence to the appon.th 
towards the rural and the urban areas and there is 
a generai desire to treat the two as inlegj.il parts oi 
one organism requiring cq',;:!! •jiicntioiii rather flVan 
as two distinct entities, !t is necessary therefore to 
develop u sound course of action svfuch wiii pro- 
gressively eJiminalc the existing dsllercnccs m ap- 
proncli and treatment”, lliey proceeded to .slafe ; 
"i hc sociologist tfxlay looks upon orbanisaiton as a 
continuous process of tnmsitioii from rural to urban, 
treating the present tiilferenccs as only a stage in the 
cominuuisi. This is very much true of the advanced 
Western countries, where the impact of technology 
has niude the distance ixitwecn the urban and the 
luraf very much narrower. In India, however, the 
gap between tow n and eounlry is sliil very wide'’. 


What is ckai is that ciiiiiiaalioa or even minimi- 
sation of the rund-urban dichotomy and the estab- 
lishment of heahhy and nuituaiiy satisfactory rural- 
urban relations cunnoi lie accoinpiishcd by the eli- 
mination of the rural habitat and ihc ‘ruiai’ has to 
gel a much higher place and priority in the dcvclop- 
menfai process than has been the case in the past and 
certai'flly so for a country like India. India's futore 
can’not rest on the kind of human loaiciiient paltern 
wc have at present In the rural or in the urban sec- 
tor; and a balance has to be found between the tiny 
and the gigantic in the rurui tirba'n. seiikmcnt pat- 
tern with ail tbeii accoinpanymg atliibuies and on 
the basis of mutual dependence tnid ihc dcvclopitieiu 
of an organic liud heaiiiiy system of uivi.u.ii rtiations 
between rural and urban deveiopindd. 


A somewhat dutcrciH point of view was put forward 
by K. P- Misra and B. S. Bhooshan itt She critical paper 
they submitted on the results O'f the tuaious Vancouver 
Conference , on the emerging problems of the inmian 
habitat. Ihey pointed out that baih the develO|icd and 
developing countries appeared to iiavc come to the 
conclusion foal the future of man lies in •utbani.satiou' 
and ‘industrialisation’ and considered ‘rural’ to be some- 
thing in the process of being phased out and if there 
was any problem it was only transitional und requiring 
a clinical approach. Ihey contended tiiui this urban 
imago of the human habitat reflected the present think- 
ing of planners, .social scientists, fcchnoiotpsts r.nd 
administrators in developed and developing countries 
alike, foe former ■ because they are the pr< lucts of 
twentieth fenfory ' ucbanisdtinii and iiio latter becayso 
they are convinced of the cHicacy of the Western model 
of urlximsation for their own societies. The authors 
referred to the dissatisfaction with foe Vancouver thesis 
of spokarnen of tlie billtoas of people residing in 
millions of tiny villages in Asia, Africa and Latin 
America who wanted a rural view of the habitat and 
a devclopnicnit ntodel that would be less icclmocratic, 
hyper -urban and dehumanised; neither hyper-urban hof 
hypcr-rurid but ‘a combination, of what constitutes riirai 
and urban today, what may b© termed as a RVRBAN 
tmxlel- ^ ^ , 


JL in. siUiKK ticcesMty o' a'-ctifiij.: Uic .,ij';.asici' uiat 
stares the ccsmiry in tlie face i'ruui .iie unplunneU, 
unciKii'dinalcd and unbiii.iacvd dcvciop- 

meiu that wc have hiu! in She past vsiii lutup^l us to 
seek a solution fo llic cuirviu dichoU.iivv in rural- 
urban developmenl and ihe enii'equvn. ui.shiirmony 
in rural-urban relations. As puinicd cut lu ihc Fouilh 
Plan Report, “the social and economic costs of ser- 
vicing large concentrasions of populatiuu are prohi- 
bitive, and beyond a cci:' hn limit unit costs of pro- 
v:.,iiiig uldities and scrviccw increase rapidly with in- 
crease in the size of C!tie.s. In the uiuinatc analysis, 
the problem is that of planning ihc spatial localson 
of economic activity tltroughout the country”. One 
may- add. that increasing spatial conccatratioa of 
population" not only leads to ti prohibitive rise in fee 
costs of meeting their requiremcnls of essential ser- 
vices but also to rising problems of law and order, 
enviromneiitai pollution, unemployment, over-crow- 
ding, slums and a general deterioration in the quality 
of life not only for foe many poor but also for foe 
ralnority that constitutes the afliuent section. In 
taict, unbalanced and non-integrated rural and urban 
development breaks down the rural-urban dichotomy, 
but in the wrong direction, swelling rural emigration 
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aud urban iuuisigration and adding lu urban iiacmp- 
loyiacat, sluni prolitcs'ai.ion, and puvei'iji, vvitsioiil 
reducing rural unejfi|iio>n«cnt or rural rfri*..;rly= 

The rural rich may be increasing in nuinkr, but 
the rural poor arc increasing ias.cr and they urc uww 
spilling over into the urban arvar. amt aodiag ;o 
urban poverty. Poverty gnovrs no barucr, au*.t onsv 
the rural pexa and the oibati pwr cosnbu.'y m-- 
rural-urban dichoUniiy wsM iuivc to gu. Bui Us ilepar 
lure will be accompankd by xunosl and viokrstx ihJl 
may wcU ihica.cr. ?hc intcgfiiy of die cousuy aji'.' 
bring about a naiional ..isaslcr ol such iluncmions ax 
will embrace within iu scopti not oniy the kw nee 
but also the many {kxk. 

I'hrs is the case iov a policy io» udegio- 

ted lurti and urban deva«p»«tnt. Even it idi that 
we can do is some taikiiig, ;hitAing ami discussing 
on the subjccft it wouiu be a woriiiwiule cSort. At 
least it can mark a begisnirig in the right dhcction. 

State of awareness for iategralioa 


ITaas there been awareness in the Phuining Coia- 
niission or cisewhere of the need lor integiaiing ruuu 
and uibau dewlopniciil and has i. led to any policy 
tormuladon on the subiect, iliou^ there has been 
no such inuigraliun in tact ? 

riic Cbinnullcc on Rural- Urban Reiaiiuris, wiucii 
reported in 1966, said that “the mautcnance of the 
u'fi.iiioniy between die rural and the uibati creates 
dishaimtinicao conlhcls ami rnaluiJjuslineiits and thus 
acts as a hairier to social cohesion and ihe develop- 
meht of an inlegi-atcd human personality'’ and opined 
that the gap bet ween the lural ami the urban •onus 
to be narrowed down as the siaiidard of living irn- 
piuves and social change takes place. 

While there has been only .s|X)radic rel'crenecs to 
rural-urban relation ia the Fi-.o m-f S , <*: v 
documents, the Thiid Wan Report had chap.crs on 
‘ikitanccd Regional r>cvck*pinent' id ‘iiousmg 


Refer) iiig, Ui uib;'.* 


nisatiim as an importan» aspect ol the process u! 
social and economic development, they poinlol' oui 
that “it is cteciy connected with many other prob- 
lems such as migialion from x iilages to towns, levels 
of living in urban and rural areas, relative cos.s of 
providing economic and social services in towns of 
varying siiws, provision of housing for diPereet sec- 
tions of the population, piovision of faculties Bke 
water supply, sanitation, transport and power, pat- 
tern of economic development, location and dispersal 
of industries, civil administration, fiscal polkies, and 
the planning of land use.” 


An ankle iiM he |Ouraal Huml Sodvbi^y f March 1, 
lybOl retfcii'cd to site vitw that a simple rural- 
itihan riioioloKiy is UKideqaate and should be suh- 
stituicd by wbut is* called a 'rural-urtian continuum 
but iidoeu iha* lubaiiisation in baiia is not showing 
she chantcien;.i!c li aHircs of modern urbiinisation in 
Uie SVi,-!iUa!i r;i.iuii lie--, "iilusirativc ol the contrasts 
iifx i’k" urlxiiiisatioii * 

ihe iviaiive'- .vsiv-ii! acenmulation of Indian capital, 
ih- u I iir.scil nature of Uic enterpn-'Cs in the 
c'lkx, and. the iatl, of oppirlunines for Mscial mobt- 
ioi' ih'.' jicopk' iiivoivc-.r . 

1 i,.:-., f I'urth I'liin ■ .-iOi'ciJ at iiisgth to d'*.: siced ioi 
suli'C.ssmg iiiRr 'xf-tlc .nxi mUa-SUitc iniHaiaiius .n 
devciupmem which iucluiicd by implication the 

.>.,.ii-us'baj 5 prob.cm as wet!. A working group b 
appointed on urban devetopmeo!. stressed 'iie need 
to prewide a suitable physical base at both regioiwl 
and local levels for the increasing tempo of econo- 
mic iicuvilics iind .suggested that urban expansion tind 
development should be conceived for each area in 
a total way, ir)tcgra,ing the dilletvul sectoral pro- 
gi'aintncs and assessing their hitcractioiis and the 
consci|uenccs ol such interaction. I hey suggested 
arca-w'isc .studies that would help build up a region* 
wiw physical development pattern to inc.ude both 
Ui’bavi and rural areas. 

The Dial'l Ftfdi .Rian 1:1974-79), wliilc ivaiti'.ismg 
that the rising b'-»d in urbanisation ix likely to 
coiitiiuic Over the perspective period, stressed the 
r.eca for slowing down the rate of urban growth. An 
iniporlaiU tac.or contribuaitg to the faster growUi 
of urban populuticm was migration from the rural 
aicas. .Apart, dicrcfoic, from taking steps to achieve 
the fKj.slulated decline m ttw birth-rate and ihus 
slowang down the- natural increase in both urban and 
rural population, u was nocessaiy to prevent an 
, aceclermcd exodus from the rural areas to the lownv 
The Conwussion tiicn went on to state ■ “This 
underiiac.H the need for significant ■“ impfovemcnl in 
the living coiiditior of ihow strata of the rural 
population who have the weakest iii!k.s with the 
village, namely rural ardsans, agiicuitural workers 
and margin.il farmers, as also lor jniprovcitient in 
the general quality of rural life. It is only througli 
mmimistng the extent of ilva dillerestlial in terms of 
living conditions between town and coiftitry that the 
process of mi|ptation towards the cities may bo stabi- 
lised at a level which may not requin; an undue 
amount of irtvestraem for providing urban iilfra- 
slruciurol lacililks”. 
rri 

JL iiu.s, improvement of rura! living cmutitio'os and 
employment and increased earning capacity for both 
I the a^culfortil and fb; non-agricultura! poor became 
, a necessary condition for slovving dawn urban growth 



and erjiiblijsg f.hc lirban a»as to hy^'e both deveiop- 
mcn'al M«d weifaie feciMlies and ata unprovement in 
the quality of life. It' was for this- purpose that 
a National Programnie of Minimunj Need*; was incor- 
porated in ihe Fifth Finn, A fvonfejl attack was to 
be nunintcil on the inadequacy of social consumption 
■and living standards by locating adecuate resources in 
ali areas, ,irres(jcct!vc of the fcsourcc constraints of 
States and aiming at cstahiishing tbroughoiit the 
country a net-work of cestain essentia! services on s 
coordinated and intcgrn’cd bfjsis with sontc pre- 
determined criteria of nnifortnity and cquaiiiy. It 
was anticimic'd that st*. a intC'-jat-^u ^ 

with careful implemctdation of the NntioTtal Pro- 
gramme of Minfni'Htn Needs, svouhi go a ion« way In 
establishine it hratJt’v envi'- -.t. for -Hi.-’i-? 
growth and aK'o create u feeling of participation in 
natioba! development among all sections. 


attetdiois tu deveiopmenl of the secondary aiid 
tertiiiry sectors in tltc rural areas and set out a list 
of nine programmer, including those relating to 
agricultural ami tmiinal husbandry dcveloptncnt, to 
1)C integrated for the purpose of rural development. 
This Report showed specific awareness of the need 
for integrating rural and urban development for the 
first time in Pfa'n liocumcnfaion. 


1 J!E HEPORf conccd-s the role of urbanisation as 
ri :c:.'S:i; y comportcnl of economic development* for 
ihr provision of a variety of arntralised services for 
the surroundjtig rural areas, but does not favour any 
!''U!l!;er growth of the large cities tmd tr.ctropoiitan 
renti'cs, and adds ; “The thrust of the urbanisation 
policy during the nexf decade mtisi therefore be to 
slow down, and if possible revcnjC, the rate of 
growth of tlw metropolitan centres and increase the 
rate of growth of the small and nsedium towns.” 
The Commission proptwed to do this by giving 
greater emphasis to the provision of infrastructural 
facilities !o these small towns and equip them to act 
as growth and sciwicc centres for the rural hinter- 
land. Howvvcr, “adequate :'.U}>pGrf will also have 
to btr given to the larger cities directed specifieaHy 
towards inipn'ving the cosulitions of the urban poor 
and raising civic scrvicc.s ijpto acceptable levels.” 


For inc;rcasltic productive capabllitv in the rural 
areas and promoting pquitabic. dislribufion of the 
b.'ncfits of development, the National Comfinssioti 
on Apncuhvre had recommended the atlopHo?! of .a 
whole village apprwich to deveinpmetd for haniss- 
stne the growth poicnfiaf of the vilfage.s, and out- 
liped a proeramme. The Planning Commission 
decid^'d fo have the programme taken un inSfiallv on 
a nitot basis in four States — Bihar (23), Orissa '(i). 
Tamil Nadu f4>. and U.P. f4). The whole-vilkce 
develnnmenf scheme vvas the harblnsrer of the inte- 
srated rural development tjchertv* which was taketr 
UP in the next Plan. The Draft Fifth Plan also had 
the obiectivc of raising subsf.sntiallv the per canitr 
consumption of the lowest 30 per cent of the rural 
pontiiatioP. For this purpose, a reorientation of the 
genera! nmerammes of agricultural development 
was to be made so as to enable foe mass of small 
;md marginal farmers and agricultural labourers to 
benefit from fltem. building up elements of special 
as<fJs!ance to small farmers in area development 
programmes like Command area .and drought-prone 
area programmes, and itensificafinr), a’^^d cnhafi'tv 
mbnt of special programmes specificallv designed 
for the weaker sections and the weaker : .*ns in the 
aVicultural economy. 

i Th- Draft Five-Year Plan for !P7fl-R3 recommend- 
■cd area planning for integrated rural development and 
specific programmes of direct trtinsfers of basic ser- 
vices to target popuiatioh jpoups belonging to the 
weaker sections, in the programme for the provision 
sof minimum needs, This Dr-ift Fimi makes integra- 
ted nirel development the strategy for rural develop- 
ment f<tr the nurpmc of infegrafing various pro* 

. grammes and establishing appropriate tinkapcs for 
optimal utiHsatidn of ItxtaT endowments cpnsHcnt 
with the 'icml' environ- 

mental balance. The new approach win pay special 


The revised vcr.'^km of the Draft Fifth Plan, 1978- 
k3. now calk'd the Draft Sixth Flan for the sSme 
period, repeated tlie thcs!,s that planned urbani.^ation 
is a ncce.ssary component of ihc infrastructure of 
economic development and explained the increase in 
urban jwpulatloii at a faster rate than the provision 
of this infrastructure as being “mainly because of 
the low living standards of a large prop<*rtion of the 
rural population who migrate to the towns is search 
of livelihood,” But this migration did not swell the 
population of the and medium town.s which 

had decayed not only relatively but also absolutely. 
In fact, they mainly wended their way to the larger 
cities and the metropolitan centres. The commis- 
sion explained this phenomenon as largely due to 
the fact that there had been few employment oppor- 
tunities available to rural migrants in areas between 
the villagrs and the big cities. The Commission 
wanted a scheme of planned urbanisation entailing 
policies .and programmes that would mitig.ate the 
‘pash’ factor of the rural areas and sinniltanc- 
onslv ebtek the ‘pull* factor of the large cities ahd 
towns. Here was clear evidence of recognition by 
the Commission of t!»e need for a national policy 
for irtteara'etl urban and furdl development. This is 
imdeiiined bv what it has said in the same am! sub* 
v>q«en{ paragraphs, 
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A.noilii:X ispccl ii tlic il\d\omm% to . 

wisich Ac Comitiissiori has diiiw^ atlcaiion, is iimi: 
the share of sigricullufc in tfie '\vork foice ■Aas -tiot.; . 
diminnAed at .il! mer ^lic U^i I hjh4 in;r:;lc 

:ii pointed rcicrcacc lo lac! m iJic liliafkli;-.! 

Memorial Liictiirc in Bombay in 1919 — to ■ ihe ■ 
faiinre of the occniXilkmai puller'i lo confoor 
flic cliatiging st-cloni! oylpiith to Hie NDF ijiirb'fg the 
Fiaii ixrioik and parliculnrly !o the dcdimiig share 
of the agriciilliiral sector in the IsDF not ■ having 
brought ahinil u dcclin*" of itr$ share 'in labour force 
as ‘cofisliluling both fhi: probk-m anU' i':e 

ckr.lncliaii cconcmik deveio 

;; Ii k goml that tla. ^.'ennoivaon baa r/J 

only rccogtiiscil _ this siriiclural ■ ■retrogression, in , the 
Indian ecoYiomy bui has also ■ shown awarciiess of 
Hie fad ilia! rehhrre shift ' In Ihe alkxxiiion of 
rcstnirces lo pgricyllorc as providctl in Ihe draft, plan 
rmy Tcinforcc this position ynkss there is also a 
|ilan lo ining alxiiit reduction 5o this iAare of the 
workforce liiroyiA proper organisation paiicy. ’ It 
has added : ‘lAe share of the labour force in agrb • 
culture sliouid be brought clown ant:! this can fee: 
acfiicWii o’nly by having a long-tfrnn strategy of 
crcaiing a new balance belwcen agriciihiire . and 
industry on the one hand ami urban development and 
rural devciopmcul oo Ihe other/' Wlicther this 
sfionicf lead !o the creation of new urban areas as 
ifw C'ofriiTiis^ion suggcslH or lo the creation of hirger 
aiii! more pr'cdiietivc iicnwiigriailturu! employment 
and earning e»pporl unities in die rural areas as I 
have been Migyecting %o long is a muoi i|ije!Cion. 

t 

III*: CAuniiiissfon has llicrcfort reilcrated Ihe view- 
that flic thrust of yrbanbatioii policy dm big Uic 
nex: deciidc must be to increase the ta.le of growilr 
of snud! and iiiediuiii towns and to shiw down ard 


i I ) New 'iiidiisirks to be establisfaed ' away from 
large/ and co^gcjteci citic inliirfuciion of the 

■coricepi of tcgion m i!it fdarmhig cd' iminstrics, 
.plarir)J.rig : vxtcndi.rig beyo^'u:kthc .immedsUc environs 
loji larger urea dcvclopincnt llu; new indus- 

'try vvoidd; serve aS' a major focai point; (3) in com™ 
manily dcvclopmcnl; prujccts or <dhcr areas wifinn . 
a dk'trkrt* t.lie rural and urba'n coiiiponeiits of devc- 
iopmetit should ‘be knit, inlo a .composite -plan., based., ^ 
ill .each . case on schemes for. strcngtbenmg Inlcr- 
. depcndvaice between towns and ihc' rairroyndiiig rural 
and (4) 'Wifi.'n each rural area Hic effort 
shouk!.. be to secure a diverstikd occupalionai paN 
tern, in place of. the prcsctif cxlrcnic dcpeiiilence on . 
agrkiiltme.. 

T 

l i!!', FourUi Plan document Irad also rdcnvd to 
this queslioti of rural-urban dichotomy by stalinj; 
that “in the ultimate analysis, the problem is that of 
planning the spatial location of economic activity 
throughout the country”. The latest Planning docu- 
ment released early this year has done no more than 
affirm what had been stated earlier, in spite of the 
fact that nothing significant in the direction sugges- 
ted by the previous Planning Commission had 
■ictuaily Ireen achieved during, the lass two decades. 
Tiic uidy ditfcrcncc is the clcircr aui! more cspi’***t 
enunciation of a jxdicy on integiulcd rural and 
urban devekspment and the spelling out of sonte- 
what more concrete policies and programmes. It 
may he worth nofi'ng the Coinnjisslon’s opinion that 
“in the final analysis, the pace of iiibanisation will 
conic down to the desired levels only when the in- 
come lewis and quality of life of the bulk of the rural 
fiopulation reaches acceptable levels” and that, there- 
fore, “the basic approach to tackling the problems of 
urbani.satit.'in in the next decade will be to accelerate 
the tempo of rural dcvelopmciu so that the problems 
of excessive migration to the cities can be kept in 



if piissihk reverse the ale of grsiwth of the wtr-v 
poiiian cities. And to dn ihis it iws sugge^teu a 
policy tif industrialisation that w\*H!d disvet it to 
snnili and medium towns and new urbaV; centres 
and encourage the growd) ol houschrdi and coUage 
industries in tlic rural areas. All thrs however is not 
anything new in the formulated planning strategy. 
The Third Plan document had referred to orbanira- 
lion as im Important aspect of the process of econo- 
inic and social development and pointed out how it 
was closely cwmected with many other problems 
relating to rural and urban development. It bad laid 
down the broad ribjcctive of devtiopraent policy as 
the securing of balanced development between large, 
medium atid small industries and between rural ami 
urban ;nvas,,U had also laid down the following as 
the inai-n ingredients of such a developmental policy. 


check.” ' 

1 tiE Pt.A' NiMO roMMis.siON has thus formulntcd a 
national policy for integriited niral and urban dcvc- 
iopmenf. The nmrm d'etre behind the policy has been 
not so much an independent and positive concern 
for the rural areas and the rural population as the 
grave X'onccrn with the menacing conscquence.s of 
die kind of urbanisation that has been taking 
place during the last few decades and tlie need 
for arresting the -flow of rural migrants tc^ the 
Uiiger towns, cities and nwtropolitan centres. To the 
politician, who is alway.s in quc.st of votes, improve- 
ment in the quality of rural life and expansion of 
aural employment opportunities make (nlegralei! 
rural development an attractive prugramnic in itself; 
but to the {'slanncTi’t is t’OcoUally a step for (ieallng 


i; 
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widi the pfo&Iem vi u£’|?aaip,Uo|i wliicii iiicidcpJiiCly 
lias kd ijim to adopt a aatioii-wid© sputiid approach 
to pUiiutmg and go in for a national p<aiicy of inte- 
grating rural and urban development. Basic needs, 
rural industrialisaiioii, priority attention to tlte 
growth of small and medium towns, deterrents to 
the growth of large towns and cities, anti UeaniraU- 
saiion in planning along with local participation in 
the derelopmenial process, arc all components of Uie 
proposed n:itional [wiicy of intepaied rural and 
urban development. 

A 

/ * LL nas is also m conformity wltii the conclusions 
arrived at in the seminar held by the UN Centre for 
Regional Dcvciupme'nt in .Isipan in October-Noveiu- 
ber 1974 on ‘Urban Development Stratc^cs in the 
{Joniexi of Regional Dcvelopnicni'. These conclu- 
sions made specific mention of the rclevanoe of the 
rural sector in urban development in the following 
terms: , ■■■-■■ 

“in considering urban development strategies, 
the role of the city system in mobilising the 
rural sector could not be ignored. In fact, urban 
strategics must be properly integrated with and 
made complementary to rural development stra- 
tegies. It was felt that ihc success of an urban 
development strategy, by and large, depended on 
the maintcna’ncc of healthy and balanced rural- 
urban relations. ITie basic source of the prob- 
lem in urban development process is the in- 
consistency between the amount of population 
influx from the rural areas and the absorption 
capacity of urban areas. Tfiis incon.S!stchcy m iy 
manifest itself in an ‘over-grown informal sector’ 
which is reflected in the growth of squatter set- 
tlements, increased urban unemployment, dete- 
rioration of urban public services, and ail the 
dysfunctional as|>ects of ovcrconcentration in pri- 
mate cities. The crux of the strategy for in- 
creasing the cconomi;. viability of the rural areas 
would Ijc the provision of the essential mmimam 
needs of the rural population. Howe r, r-pread- 
iiig social services in lire rural areas tdonc 
would not he enough; u coraprehensive strategy 
of rural development to strengthen the economic 
base of the countryside is needed. Thus not 
only the provision of the iieces.siiry rural infra- 
structure hut also dispersal of industries in the 
rural areas becomes crucial, in terms of both 
import and/or export substitutes.” 

Trills basic need for linking urban with rural deve- 
lopmeiit a'nd vice versa has also been rccogiuscd by 
imiividiial specialists in mgional planning. Thus, R, P. 
Misra and K. V. Sundaram have afiinned that “the 
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rural is inexincabiy naked with Ihe urban and vice 
versa, and any attempt lo isolate one from the other 
Is not only uitreaiistic but. also disastrous.” Norton 
Geitisberg in his paper on 'China’s I9evclopiiicnt 
StriUcgics’ h:!s pointed to the shift of emphasis in 
that country from the national project to the local 
atjd provincial and cited as an inslance the policy 
of attacking cnvirrnintental, sanitation and health prob- 
knis where they itiallercd l!ie most, that is, where most 
of the people lived, in the countryside. He also men- 
tioned that the r'rtine.si; tjolicy of ‘walking on two legs' 
iunv inclndesl tlevelopm>.'.il t>t' industry at the commune 
JUKI coiintr} level — small industry supporting agricui- 
lurc cm the one Irand and using agricultural pruduclioii 
.Jiid suitural rcsoufcoj; as raw maScriuls on the other. 
Benjamin Fisher, in his paper on ‘Growth Centres 
Planning in India’ refers to the need for growtii centres 
giving up industrialisalion as the primary strategy of 
national regional devdopinent, giving u larger phice to 
small rather than big centres and going in for decen- 
tralised concentration in small growth foci. He adds : 
“The ideal spatial structure to bet sought by growtli 
centre planners of the future will minimise urban rural 
or co-periphcral dualism and focus on ‘agro-urban 
centres’ and develop ‘agropolitan’ approaches to 
regional development, as suggested by Friedmann.” 
Mishra, Sutidarnm and Prakush Rao rejeel the central 
place theory, the growth pole hypotlic.sis and the spatial 
diffusion theory as the desired strategy lor rcgisMial 
development, and instead put forward the coiiccpt of 
growth fwi derived from all these theories and having 
dynamism, relevance to rcgiotiai pluuning in all conlc.vts 
and an in-built mechanism for siKial change, and opera- 
tional in decision-making and planning processes. They 
then outline a fne-ticr hierarchy of growth fwi witii 
populations of varying sizes from a village lo a central 
village, service centre, growth point, growth, centre, and 
a growth pole, the last having a popidation of 2 
million. 

'r.he Planning Comniisston has also given a spati;d 
eounterparl lo its proposed policy for integrating rural 
and urban de’ iopment on the lines usually advocate;! 
by rcfloTia! pianning experts with an agricuiturc- 
dojninatcd village with a tiny population at one end 
and a manufttcturc-cum-service dominated city with a 
large population at the other end, and constituting u 
hierarchy of settlements for integrated rural-iirban. 
development. 

And the net results 

T 

JL AM NOT SURE If it is po.ssible in practice to bring 
about a planned body of hierarchical settlements of the 
type mentioned in the Planning Commi.ssions proposals 

or in those of noiooHiciiil regioiiai Our clfo-Vis 

I 3 


at biiaging about a pianaed s«>iUcg up o£ iaduslrial 
units oti a desired basis '.havie failed ia spit©' cs£ the 
armoury of ccmtrols, licences, financiar incentives and 
other instiuments. ■ Mattel demand and class distribu- 
tion of purchasing power have proved loo powerful in 
the absence of a radical redistribution of productive 
assets and basic chan^'cs in the socio-economic strut 
turc. Ner have we succeeded in retnoving from the 
metropolises and the largo cities their large concentra- 
tion^’ of sn'ir.Hff.v^'ring '•’nd service units and dispersing 
them in the small and medium towns and thp country- 
side. Di.strici and bkwk kvd planning and local parti- 
cipalion as jnstrumenis of dcccnlralisation are still 
lurgcly on paper, and development is taking place much 
more Hi a result of centralised decisions, departmental 
priorities, political pressures and bureaucratic maaage- 
mens. ' 

Our experience of thirty years of planning has shown 
the iimitations of policy fotmulations, legislation, 
institution formation and financial assistance in brining 
about the type of integrated developaient we have been 
talking about. The working of the political system and 
the functioning of political parties have not given the 
country the confidence that public interest will be 
treated as superior to private interest or that tlie public 
sector and governmental decisions will be more socially 
motivated than in the private sector. 

It is recognised that planned development cannot be 
a mechanical process or be successfully implemented on 
a centralised basis. That is why evesry political parly 
and all intellectuals swear by democratic dcccntrali.sa- 
lion, release of people’s energies for development 
through active participation in the planning and deve- 
lopmental processes, and prcanotioii of self-reliance and 
integration at the loval level. In actual fact, we ail 
function quite differently. Even at the Central and 
State levels, popular participation h confined to the 
elected sp:4a:^r>rcn in the legtsl,,i!urcs v-'ho arc subiccl 
to pmty discipline, political expediency and pressure 
lobbies. Government as an organised centre of power, 
iriilucncc and resources camot be cfffctivdy guided 
either by public participation or public monitoring. 
Voluntary organisatiOTs based on the public as distin- 
guished from sectional or local interests have practicsilly 
no role in the iflfiuencing of public policy or action, 
while intellectual and reseaicli activity, even if it m 
objective and socially motivated, has hardly any impact 
on public progratnmes and poltcics. 

£# ut at least there are Icgisktures and mimstrie.s that 
are ostensibly responsible to the legislatures at the State 
and Central Icvek. When we come to lower levels in 
the hierarchy, the zila parishads, the small and medium 
town municipalities, the taluka boards, panchayai 


samitis, and vsilaga pauchayuL'i, winch sbouid coiistitute 
tha heart of decentralised planning and iotegratei ruml- 
urban. development, tho positiem is wctfse. These local 
bodies have intmuicmbic de^clopmculal functions; hut 
their • resources arc most inadequate and have to he 
supplemented by grants frenm State Cfovernmcats, wide!' 
again are inadequ;; >; for financing their luncdcnn! 
obligations. Apart i'rom this basic dciictcncy thes;’ 
bisdies do m** enjoy any '"eal autonomy; many of ihcai 
■ t’emain suspended :md efi'climis isavc tlic h;ibit of gcUirijj 
{30Stponed, somciiuie.s fijr iarg years. 'Ahik the Stale 
Governments a.-’c vociferous so dcnraiSUini* more be. - 
dom from the C'entrji! Govcrisncci full ficsijed 
'..'.utonomy, they ttavc an cnS'rciy dilTrrcnt atlituik. i<-? 
titgans of locjii government, 

Many conuiuttres have rcjKvned on the need for 
revitalising our focal bcHlses with but meagre practic.d 
results- Now wv have the Asoka Mehta ComrniUec 
report, submitted to the .lasiatii Governmertt and await- 
ing disposal lit the hands of the vAnigrci-'s- ! Gencr.-.- 
mci’t. i do iiot agree with the Ccnunittee*.’ sugrCM.os'. 
tliiit village paiichayals should be- vcpiaccd by mandal 
panchayats witii a population of 15,000 lu 20,(;00 civ:h. 
as i! is likely to threaten the future cf village demf.’Ci’iicy 
at the participatory level. I would suggest instead the 
creation of village panebayats on the basis of u cliiste’' 
of 5 to 7 villages with an average population sixe ''f 
5,000 and integrated by inter-viilage transport and com - 
- municatioii links and economic and stxio-cuhurtn 
.scrviee-.s. I his would make them inlcgra'.od und viable 
communities with a sense uf belonging and a rccognis 
able identity, and also make llieia iruiy fit !ri^tru?r.e^u>-■ 
for participatory dcmwnicy and integrated rural 
development. 

F ■■ 

A OR iM'U',G!OV53NG rtiru! With urban devciupmeiit, it is 
not enough to give represoiUcitian t» urban Ixai hodie.. 
on rural Icca! bo. ho. unU vice versa. As the Com- 
mittee ou Rural-Urban Relations has poliued out; 
“Wisiic such mutual representation may be useful hi 

creating awurcncss of common proijicms, such ;-i 

step is not likely to bring us, any nearer to lire solutk.in 
of the problems of rural-urban rclationsisip, Ji is 
obvious that mechanical representation and 
'mittccs cannot be c.xpectcd even to compre'hcnd. miicii 
less to implement, the extremely complex pciicics and 
progrmnmcs so vital to effective national development,” 

' U abo referred to the concept of region for integrating 
rural and urban dcveloparcat "All lhe.se regions, largo 
and small, Include a fairly broad sijectruro of agricul- 
tural, industrial, commercial and other types of ucsiv';- 
ties, all closely ir.tcr-rcluted i-uk! requiring rarious cvu;,.- 
mon services such as health, education, water supply, 
drainage and transportation. In the region, there is a 
' hierarchical pattern ■ of -fteltktaents bound together in ;,i 
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tal«-Uci«l mteTHfependMI 
•re^ne, u,. a„.te, 

ii« h s> « 1 cumiiiuiH, 

Ihc'smoil b.v m'ZI' ‘*®"‘'”''“'“' and 

.»in.s ff: cr:xrid:.^rj, f 

, “■ growiji ol the .surroundujc vi»ai.« u 

*ias rvcommcndctl si common lirT ^ 

With •mnrf«y..J ,u . * ' ' ao.! mC(t!joii...ri 

:n in wi,l, ,hu vi™-, 

«f attS' “"«P' 

ta .Ik- iiislrumuilsVrAuril'urr'''' 'T" 

Irai. In „c-.ual fac ihc idea t!" "P”'"' 

tiircctitmt. but tcsulls in ll ^ 

the lowest tier is the ?ural**Sf »«wclcome. as 

Handicapped a-ctions. It hosTn 

tind the idea of hio«fi„„ . ™ 

centres in nird ‘ireiis -m urban growth 

-riSiS • 

fa ent from the c i ** wtuild drain awav 

pompenon. middle ami tar*e tirf d Tr7 1 

or sociiii identity. ^ ^ 


^ hat is why I have been pleading fn. . , 
appronch fo . ,> , , ,. P'c«u*ng tot ,i clastcr 

grow out of such cluster '’vilbces'’ra^h« m^^ 

todependcotiy into existence Z 

The rural areas should becotne intcerafud h 

urban elements within them \f! m 

neither mams tltc transfer of p^pukdS. f “ 

viHage nor the nrere i.o.of 1® u centra! 

'tillage rec|u!fcmenJs for p«rm«**T of *^01 ‘ 

menf, Ikeh cluster mi,« h . ^ ^ planned invest* 

.. iivd »„dXT^ 

tan be thm nS^^by ZntZlH TMs 

ties and seivicc cK^patiSlror^TuX^^^^^^ 
hieihfics in one central village in the ctostw^^bltT* 
locating dflFcrcnt non-attriculturit ..^n .^t Hy 

wllafft nnd providing the cluster viltag^!“ nh sS""' 
^■ItaKn. sysicui or in.er.vi, luge ,„n4; “ 
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mcaUTO as to make the individisai viliaee (eei like « 
mohalJa in a township or 0 street in 4 mohalla. * ts».« 
hierarchical network lays cniphasi.-, almost bv dcfiniiinn 
on verticaf |ink.s. and vertical iiid s also iniplv dC 
um and domiminec. What wv rcspiirc for mtem Led 
rural development a.s well as for inceyrated r.ind and 
ntan devdoi^ten, i. ,.., devd., ..f I,,,,.,,,,, ‘ 
links ih.)( make for nucrnkp-mdence wish r!,..tin 
tuspect. It IS this principle thai I would like iJ s!'e 
applied ,n runii-iirban relations m .scifk-inents wdh 
df e touv t.f dilLrcu v,rv>. A ilicrorehicl vv m 
wiuld K-c„„,c accepidblv , !»■„ it giw, „,„v|, " 

tiiore, weight to hnriwntal finks as o. vertical links. 

li is at flic grassnxns level that we should lav tfn- 
loimd.ifi.ms lor a national policy of intc-nited n,ro , 

orhaii development Deeenir«tk„ i ‘ ^«d 

to- irh 0., t r”'*-"'- L^vtntnihscd (L'vcfopmciii is (he 
to me lietterment of rural-urban relations nm! ' 
pancfniyat .system would be an clHcient t„oi L>r the 

roll.«i„s'co„di,lon, id be vaiivw ; "“■■ 

A dcliberolc effort im to be made to create a veni 

KcKare, Apar, „,i.,g Lit Strieta 

yat conimiitce menshchs and officials should he leoiiirJil 
give an account of their vv(x! -o n-rinrii t 
of their l(Ka! eleciarate. ^ " ^ 

' . 2 

-ffibiiiig, and ttst a ir b, 't:,'r 
jtvelopmem of reap.™*.,* demoett! .hi e„t ff 

hicr 'tt Tts r "rt v: 

dtv su n Of State revenues and labtmr contribution in 
htu of hnanciai payment by the local population. 


rhe systet!! must provide for the -teemint ,hiiio. 
lfH.al devciopmerilal officials to the teal bodks. ’ ' 

4 

pe panchayat institutions must be broimln into th-^ 

,“sr '’y i-""‘"i.'.«L 

' , . '■ ■■■■', t‘ ,A ■ 
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It IS necessjiry to give Jcfitimacy ami cicdihiliiv in 
the panchayat institutions by : U) rompulMii y periodic 

■ (Contd, on p. 37) 
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Valedictory Address 
M,Raraa.krisbnayya* 

. / , Ihc/ sm^l farnsrs’ prograniB has been thou^t of on the basis 
of the recoKEienda tion of ill- India Sural. Grsdit Review Comnittse sos© years 
ago, ^This is trully a national interventicn for rural. deveiqpEBBt* Now 
the first lessen wo get out of this is that such intervontions are, 
desiratlo, You nay renonbor that in the oaiiy sovontios, thoro iras in 
-fact a lot of cn-iticisa about tiB ce.ntxe taking over the subject of agricUL- 
tur© from the states* Tho gonorcQ. agrument was in favour of reduction of - 
centrally sponsored schemes, m this context, national Interventicn for 
small farmoris could appear anomalous. But such intervontion had bocom 
necessary because at lowor levels, ije*, at stato, district, and panchayat 
lovelb, one finds it extromoly difficuLt for loaders of society to sponstxr 
schcmfcs of countorvailing powor, Thoreforo, tho centre has focused on 
whether prograniaes have been thought of and the strategies has been chosen 
for really improving tho lot of snail farrers. 

The question is wtether fivo years, six years or even seven 
years are enough to produce resulte, Rur^ dovolc^rent is so corplicated 
that it cannot bo acconplished in short sp^^i of time, I suggest tfeis 
question particularly to those who work on evaluation. Evaluation shoULd 
therefore be directed to so© whether we are in the proper direction. Of 
course., the ■organizations have been workiig according to targsts. Whether 
actual results have been forthcoming, whether guidelines, for modifying 
and inprovihg schemes exist is another matter. But what is iiportant 
is to find out whether we are moving in a proper directicn, 

” I think. SFDAs havo tried to establish focus on the small farmer 
and marginal, farmer .and identify them. When statistics, show small famers 
are in, a" very largo numbor, it may sound funny to say that they have to bo 
■ ■ ■■ ^ ■ p.it identif icutior;. is noosssary but not easy as there are 

some lacunae In our land records, At first SFDAs wore organized in some 
districts and MFALs in othors. This was to focus in soed places oxCLusivoly 
on the small farmers and in othors on the nTarginal farners. But when 
praiicaL problems arose ih 'admin istruticn and tho lino between them got 
blurred, all of then were treated as one grotp and agencies asked to 
devol.c^ suitable programmos for '.tiio needs of bolii, I think in this process 
the focus aspect gets a somewhat noa.oeted. ' 

next question is what sort of organize tiai is adequate - 
socioty, statutory authorit^r or corporation. This question keeps cn occur- 
ring all ti© .•time.,,,. But a rogistorod soqiety cannot borrow funds, cannot 
• give loans and .polloct intorest .dhargos and.s.o on. That -.is. tho fram© 

, of 'thq' let*;' Is ' Hn,Pa'gd . .said.''that;th©- society fora was chosen as it was 
'^thB .siiplest'fbrm.' of ,.a o6iporat^'’'body. and as tee Government of India could 
"put’ mohey.-'ihtq it,,d3;e§ctly#.''''l?l3e'''po3nt Ifdn trying to make is that if for 
matters of convfeaiiy^ce .a par ticular' 'state prefers a corpora tlm, there is 
* Deputy Goveraor, Resoiv© BskOe of-'Indfe, Boi^^ 
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no hr -m, Ther© is no partictuar advantage in eitter forn, smA has been 
given a catalytic role. Its funds are uEan't to attract other institutions , n 
play their roie , ,, , It, ..is not-jaeant to supplant the other institutions. 

Une need, nov be aunaned if tSFDA has come to be known as a subsidy distribii-**'^*'**^ 

►-noULd haiig your heads in sba® if having distributsdfiNi* 
subsidies you heEve not attracted the larger funds from the cooperative £- 
hanks md coiimerciai banks. - Banks are rather shaky or nervous about deal- 
jng with a large nuirfcer, of snail borrowers. To creafe confidence in snail 
■.'.arners, you require faith.' And SFDA‘s role is to creatj that confidence, 

^ 4. ^ Som people say that coEHicrciol banks arc not responsive and 

ferners.' Then, there are operational proncns 
+S nanagars not having enough powers for sanction. No doubt 

those d^ficUL tics have to bo rounved. It has been found that in mny cosos^ 
c ^rci^ banks hfrve^not cone up to ctations, I am not saying th.-^t ls%«i# 

Indio,- .hloh ha« ootobli, 


’u ^ • . -r 4. ~ ^ JUCULJ^JX JJ.iU±U 

shod Wha_t IS colled Agricultural Develop ffint Brpnehos. 3h other words, 
a ^eci^ institutiQa oriented for the purpose of serving the farwer hp^’ 
been oot up with trained stuff. Ttey h™ dc«e gooi .,<^k. Butin spite 
. , is he. loaders and at tho centre thought that comerciaL 

alone may not be .able to serve the puipose. So ttey have ’dov^ed 

vorv mueh'^i nu:^ ^anal banks, however, have not fibred 

y much in ^ discus© icai. I do not know who thor the SFDA districts 

where rural banks have been set up, if it is 
883 to 0 laouna in planning, lie nenite^to L 

TX “ to anjbody except to tte srall 

larner. . The rnrui bank’s puipose is to cater to the ne'pdc! n-p +h^ ? 

Wd SFDi sho^d take full adv?ntege cf fcsl teSn 

riS .i? '’“d to.tton, and vhethca- ttet is tte" 

b»ks' fod- W by““SS?:Say 

the JT husinoss. So fer, tha thinfc&g has boon that whore c^orftiTO 

to driver the goods, the- rural banks sho^d step in, 
they do not deliver the goods, I wan deliver the goods^) the 
. mall man, Ihciacntaliy, you woUd roraoiibor that coopoKstivos wcr.> si-nrfnri 
totolp the .small far^rs. But eventually they havo^cpS to boTpute^l 

Agricultural '^volOpwrt Sanches S i!? t. 
the of dovolc^ing specif credit institutions for' 

facn it-fo'^ toc^niqi» is resorvatim of sone part of the credit 

.laPi-ities.for the smali furmors. ForesainDle ti-n Espnr TrVi-!/.i, ^ 

speciolizod projects and long-term project?^had laid down 
..on areas- whore ^Iteso sdieaos ar% appro4d 50 nor 
should gp. tote,.. small fe^rs,™lS^unnS+^Kt f .ossistonoo 

:^r@Q-.„.-..fftea 0 ,are whaf oaaaed..4li?orflif.ied prog^LS- sucfe ll^fi^r? 

Sheep roarn®, poiutey en pig mrlng,- All thoae ProSranms are KftaS 
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by i'-FD".. ii'oiv , in <a3.1 ahesa prograarassj which, have been finaKced 'by the 
primary land, devalcpHBn.G banks or state lend devBiopnBnt banks, a specific 
dire ion has b«en east in son© of t .-j eastern states) that in 

Ckx g c.j. j.yiu:, a. «au siiaa.:;. rarnprs • programn©s are signled out for 
reflaan'ae- by isEDf irnreepocti^'^ or othpr rverdues. 'fhis facility is new 
snnjfht ■^'n b-> oxte,'..!ded all tKe country, WereTOr the srafiil farmf'rs 

iuuu) -ij-wu oy Shu Bgoncy, mey will bo given loans by ths land devcjlop- 
iJSnt bants, irrospoctivc of tho ovordut-js cf that particaLar bank. It is 
for tho T ' -‘V’ take full advantago of these facilities. As TQg-vds 

ropay’^^ont, 'ir' general inpression is lihat small farimrs do mpay loans 
regularly unless iaflUGnoed by leaders of cplnicn, if I inay so call thorn, ■ 
in tlr , Oihoiwisa, in casss of default I would rather put tho 
blrjQ squaraly on the SyDft st^ff b„5 cause they might not have drawn up tho 
schoir.o prc';.' illy so that the person can repay from tho in ere mental 5ncoira, 
in edditica '■'o th' oristing facilitiGS, thox’o maybe soed desirable dirp-c- 
ti-CQs in ‘nich tho oradit institutions have to adjust t to ir policies, in 
order to lolp tho small farnors^ If there are useful suggestions, we will 
bo coi’ta Ply wiiliig to considor and use our good offices with bonks, .■ 
cocporc'' ..’.v;, corsercial or otheii-risp, to sor that sui'aablo a'iditiansl 
fa oil it: os aro mc;do availablo to tho sis'iLl farmers. 


Quo thiiig which is roally difficult to ensure is coordination. 
Coord in ',t ion ie as old a^ history, tasks bocoroa diversified, when a 

large rn.rfoer cf pocplo w.-r!: togc'iior, coordination be cones ribsolu.''ri - 

ly OSS uitiri.r, SoTObody might say, lut SFPfi becomes a bank itslof and let 
it havi adoquat' funds, ivh'M tho'T' is limitation on funds, this is no 
solut, if: soro stage or other ycu will have to depend on some other Inst 
iiisti uticn, I-^u mus') kiow ttot ^^our success depends upon iBC &D aisi 
not -xi yourself crily, Tfefortunatciy, in administration, this is still 
noi 

juni r 


3oll.T u.ndorst 
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iUd I have hoard about this at tho senior level, 
level, end at the aid die lovexL, But nebody has produced a magic 
solu"*a.i for this probLom of oordina'tion. Now *-ibP only solution, in wr 
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all have oEpathy with ell 


sub ndina">3s .and colleagues and imst have the necessary authority to onforco, 
Attempts have boc..- made in the recent pash to dilute the auibority of thn 

..... - ...... W.X uii-j w, they work as 

a toam anu if Indians meet they work ns individuals. Now rightly or 
wr: ngLy, 'o have an iristitution c::llod the District Collector who has boon 
mad© tto ■.’bairi&ru of Iho SIIDA for ■the purpose of coordination, Nw coor- 
dination ''.s good or ns bad as his ptirscaality, his knowledge, and his 
cecacity ’S th'i district coiloctcr, 3y and largo, SFDA should bn abi© 
te'achi-^v tho ro ;yiX'*d coord inatlcBa through tho collector. But if thorn 
is a gono;’aL lac?£ of coordina’''d.on in cjny areas, I do not think any 
seminar c a h-uLp. to improv.: thP s.ltuation. It is roaLly a question of 
going back to 'the areas and telling squarely that the partictlar coordina- 
tor docs not work, Ttore ore palliativos or mitigating factors, with which 
wo can robiuco the disaster th( 5 t ©.rises from lack of coordSnat-ion and me 
of the m:.3t important puLliatibns is, tto preparation of a leen. Gf cou'"'' > 

' you canno'". tato a horse to a -pmd end .force it to drink* Bowever, n p'.'"'': 
is osS€nt‘,al„ But in actual, prsetico you will find that it is 
But in abiufil. practio) you will f.iM tha:’{; it is not possibl© te have a 
nbut'plan dr-wn for ,fll five yoarsrbefor© hand. You have to inprovise. 




rou' ’ 9VD to I’i-id. va-iv-U£ kr.n'''s cf ! 
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D'^vsni^i '-■rbo ccil-'ot dnoosits icn'’ thein e'^cI u; ’-::" ;.' 


Tno is bog.'innxiFi to think that ho xs &n rgjrr'i o.t o oor orx'.c tic £’- 

ca.'iDg.o, Th'- bt..‘ik':i‘E.1.3 clmost liio ony o-'bor cffic.^:.’ p.' ’evicting cn..ij.l;, 

H) shoil:3 . ''icily b.:; a enndi* d:.xC^oyiTT-r„'C' effiesi’, Hr is rocylv ha ly . 
a.gnr.'t of chong ■-(% 

lb many ni’oas g^ont prcg^'css has taton place, bowaw- r, nu'’.a 
mom pan h ' reniovnd :'.:£ wo (Sip aac;?’or‘S:'! 'Iho paos c.f tnaining benkors, /■.. 
t’lor polii'' is that whr.n y^a tnnrV a bank or credit ins aitiition to fii'’-'-:-- 
a Schorr) anc vh.cM your.’ ecfieoptis that- 'the s''ioll f.arirr .is 'c bn .-..r :.;' 
not, ErreC./ w hi,s iixrrdin'lo problnabut in ordc.-r to add t-c his car.'.’ 

assets so ■l.hat 1x5 hscovos v.iabl'', ■'"ho kin-d of schonf we erw '''.b n: klr .f- ■ •. 
iras a p:„'cnt doal of t'-chnica?, inputs, kb spr.sk about ■'■rfaat is cpIIoc, a 
‘bankalx-- schomo'tn 1 la’ul®b..tj sin",-:: > is one which produce;? an in '• ' 
inconu f' on whidi 5ho b,'noficia.'y/ a-in repay to ''’ho bank, it i-’ r.r.'* r-tr.., 
but it if a iret thet if ’v a go r?.--md you .find locdors of pTinion p'rop'ry 
ti.ng thcu arpcdit is not ^nant 'be be r>pei.i, .A coop- ^ rra thT', i on, :t Is 
saidy "■■■ net to b) repaid,, Gnadurlly the balk .1 oar, 5 t a'.so ...- 

to go :.nto thit octogor-r^r, ¥c wmt xo ar.’ost that tsndoncy, 7h'j sr’".' 
fr.i’E&r do'-s no''^ know ho'w to acquire str^'ngrih end r ■p.a.'dng cypccity., Ik- ■ 
this xs u-hr.ro higher to chnical inputs fk on various kbcbs'rf dl? clrf in -? 
booc. J xiocosaaTv '’’'’d t ,3 fj rery gr^at ; sponsxb.U ity rn 'hicj.':. 1 ■" 

persuti^i;. my uxguiy paru and hig-uy qraiitiod porrsoa laak.-d fv. 

a who !'• g.nc.n icil ‘‘■he rcpocrcos :au;; bo able to prod.uoo sol’’- 

ti.pri'r. r»p4; ,,.o .^itino'*'; ''iffajcd 'ko do tha.t, ¥r- do nc"^ hatrp go nf.iry, Th.;'- 
xs wtioi-e 'tiiii. nigner agoncios rosponsibility lies in produo.lng wb..;t is 
called r. ’’rodsl schci'*'’ with a l?t ?f tachnicol iiapu''^Se fo.r or^np:.? 
thPK? I'lS ''X) rn a doEE'nd '.rha-r, cortaio i„y'’icrltu.r:-l labrvr.'-rs or ".prg' u l 
farEora can cTikj a living only t’'" pip- lag .^p; ininiil. d.rivoi. c-rct f?.?' po.'- 
of trc'ispo.ct, Th? qussti.oa of coh’^rx-tirg this idea ..nto n oerkfe?'; ? ■, 
would, rc.'qurro ordain thinking, c'-'xv.-'iu kaowird.go of 'fechr.cl''gr, 30“’'’''.. '' 
t-c dr w.lth ifc‘- bull bok.. ceps'-, sonotb: .ng tc dc'wrlth the- hr.af'h af 'th'' bu ■■ 
soiaothlng to do wi'feh thp cconoai.es of t:.’ansportc Won 50 buC.lco.k of-'. -i 
are e ocnnuE’cr-l wo s.oncticn 500 ond ell of Ihon be goe*) rn",.jcno':.d.c, T'fl 
whore highux tochnic^l. .input is .roquirod, i-br th so 'Vcchnic!'! inprsi.- 
wo.gonorclly. wly on the *aup,arlEon'>l staff of tb-' g-’v-o.'cn.rront, ■frvr-;.:, - 
difficultj^ss urisn in gct' ihg c.^eporntion fro.ni 'ishis staff, i''' hf;. . 
thoroforuj bee’r diipyopsing. m ib'e- bonics to onploy thoiro -.''va toc.oTlcV.. 
personjs?'.*' ■ -K pw tha poiiat' is wtotirjp SEDA can b.nu5 such staff cf ■ ' ‘ 
DcpandioX'nnlfekp.;aU%Drs'' to' bo e^torjfl t.o b.;j done, oxclusivc toc.rue^. 
s%ff for SPBJ|nouia';bb'',-fe x’^ialblo-idta,. .'For, the' work of SEjP. i-s rot •■■ 
prepare h*x« of •gc^fieitf'bpt'B’iIpnTisicr. of 'credit,' If such sup :p v-U; 1 
Gndap:''., tlf b-jnknr wlUkfboj jocri oonfld.ont, a^BAs nust c.r ?,.p t'-..'’ ' 
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¥g used to ^and a lot of tine discussing who is a small 
farnssr, Tho vrhcg,G quostion is -- lii a country like ours can we have one 
definition for the on tiro country? It varies from district to district* 

I think in Rajasthan 10 or 12 acres is considered to be a thuiii-rULo 
on which a small farnnr is identified and the Agriculture. Credit Itepart- 
ment of i?eser\B Bank of India has made soma e^ssreises and ttey have 
divided th© districts on the b^s of data collected and fixed different 
acreage norms for different districts, Tljp figures read as followss- 


acres in seven districts, 

5 acres in eighty- five districts, 
acres in two districts* 

aci^.s in one hundred and ninety- two district! 
acres in fifty-nine districts, and 
5 acres in three districts. 


Like this, sene attempt has been made to study tho da-ta of oadi district 
and of course in the district also you have poeikets, arofiS and so cn. 
Cent otually WvO go cn g the norm, but tl^ire must be a thumb-rule 

for shose parsons who nave the good fortune of working for the small 
farmers a 3o Ion as wc are in the right direction I do not thiiik 
■ !' ’ •’ -j— V -'1 '■’bo'it the d'’ vorpencio 


Now, about Haldipur‘s passionate plea for an organisation 
of small farmers* I am inclined to agro:' with him that nothing happens 
unless these who want to benefit or^nlze themselves. But emphasize 
on the concept of organizing themselves. Bureaucrats are not the efficient 
instruments for bringing about such organiaatiens. There are others, I 
need not name thorn. But they will into this business only w>'en they 
white collar workers wore not organized, !Ihey have since got thomsolvos 
or^nized and prossuo grotps have been formed, DemDcracy ruse .ct the 
basis of pressure groips apart from the enlightened self interest of tho 
society as a whole and the roalizaticai tiiat the vote me.tfcojS(c| 3 ,'^ a sense, 
answers to all oconomdc questions lie in politics. 
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